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Use the Best Pressure Regulators You Can Get 
that Means BARBER 


A really good gas pressure regulator must provide many years of un- 
faltering service. Dependable operation is essential. Correct design, prop- 
er materials, and accurate workmanship must go into any regulator which Assiste: 
does that kind of a job. For many years Barber Regulators have been rated 
among the finest available. They are not to be confused with ordinary 
commercial quality products—but are strictly high grade precision devices. 
Many thousands of them are in satisfactory daily service. They are beftter- 
built for reliable service, and responsive to 3/10 pressure drop. Rugged 
bodies, brass operating parts, phosphor bronze springs, and non-deteriorat- 
ing diaphragms properly processed for domestic delivery pressures (for 
low pressure on LP gas, diaphragms are of Vulcan Proofing). The name 
Barber on any Regulator you sell or recommend is a substantial guarantee 
of satisfaction to your customer, backed by a responsible maker with a 
30-year record of performance. 


Attractive folders on this 
Regulator will be fur- 
nished free, at your re- 
quest, for distribution to 
your trade. Write for 
catalog and price list on 
Barber Burner Units for 
Gas Appliances, Conver- 
sion Burners for Furnaces 
and Boilers, and Regu- 
lators. 
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Pusiic Utitities ForTNIGHTLY. . 
stands for Federal and state regu- 
lation of both privately owned and 
operated utilities and publicly owned 
and operated utilities, on a fair and 
nondiscriminatory basis; for nondis- 
criminatory administration of laws; 
for equitable and nondiscriminatory 
taxation; and, in general—for the per- 
petuation of the free enterprise sys- 
tem. It is an open forum for the free 
expression of opinion concerning pub- 
lic utility regulation and allied topics. 
It is supported by subscription and 
advertising revenue; it is not the 
mouthpiece of any group or faction; 
it is not under the editorial supervi- 
sion of, nor does it bear the endorse- 
ment of, any organization or associa- 
tion. The editors do not assume re- 
sponsibility for the opinions expressed 
y its contributors. 
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PRINTING SPECIALISTS gcosroy 


STATEMENTS 


PROSPECTUSES 


Pandick Press has worked closely with utility companies 
for more than a quarter of a century. Our printing 
services to this industry range from highly technical 
legal documents to beautifully illustrated descriptive 
brochures. ANNUAL REPORTS 
Whatever the nature of your printing requirements, ° 
we believe you will like the assurance of accuracy and INDENTURES 
highest quality that “Service by Pandick” brings you. . 


P. , ‘ Pre 22 THAMES ST., NEW YORK 6 
andic 5S, fre. 71 CLINTON ST., NEWARK, N.J. 


Established 1923 


A QUARTER CENTURY OF SERVICE 
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Distribution of operating company equities to owners of 
utility holding company stocks creates many new prob- 
lems. Instead of a single common stockholder the 
operating company finds itself with many thousands, 
necessitating additional personnel to handle dividends, 
’ reports and proxies for regular or special meetings. 


Many of these problems can become routine 
with the help of our experienced organization. 


W hy not write today for a copy of our leaflet 
“What we ow we do it.” 


GEORGESON & CO. 


Specialists in Stockholder Relations 
52 Wall Street, New York 5, N. Y. 
Telephone HAnover 2-1470 
Boston - Philadelphia - Chicago - Los Angeles - San Francisco 
Representatives in all Principal Cities 
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Yo ger recently released printed pro- 
ceedings of testimony before the 


House Appropriations Subcommittee on 
the Interior Department revealed some 
interesting indication of official thinking 
about the relationship between Federal 
government and the private power in- 
dustry. During these hearings, the direc- 
tor of the Southwestern Power Admin- 
istration, Douglas Wright, made a con- 
vincing argument to the effect that his 
bureau was attempting to work out con- 
tracts with private power companies so 
that both the public and private agencies 
might live and thrive in cooperation in- 
stead of misunderstanding and hostility. 


WRIGHT complimented the power com- 
pany officials in the Southwest for try- 
ing, in good faith, to work out such ar- 
rangements to protect their own stock- 
holders as well as promote Federal 
power policies—at the same time saving 
taxpayers money. 


As a result of these tentative contracts, 
Wright expects that his agency will turn 
back to the Federal Treasury between 
$5,000,000 and $7,500,000 not needed to 
build unnecessary lines. Wright further 
claimed to be following a directive which 
the Congressmen gave him last year to 
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make every effort to work out deals with 
the private companies. 


A résuME of Wright’s testimony be- 
fore the House subcommittee is contained 
in the review department of this issue. 
(See page 312.) It is reassuring as far as 
it goes. It means that an important Fed- 
eral official believes a way can be found 
by which public power companies and 
private companies can live in peace and 
expand in the southwest area without 
injuring each other. Wright admitted 
that the alternative would be socializa- 
tion, which he opposes. 


|S? dan can be said of the more re- 
cent revelation that Southwestern 
Power Administration was at the same 
time carrying on negotiations to get 
steam-generated electricity and the use 
of transmission lines to be built with 
Federal financing? True, Southwestern 
Power Administration was not itself 
running out on its agreements with the 
private companies by planning to build 
its own lines. But the administration was 
at least cognizant of an arrangement 
whereby the funds of the Rural Electrifi- 
cation Administration would be loaned 
to so-called “super codperatives” for the 
building of such facilities to be operated 
by the Southwestern Power Administra- 
tion under 40-year lease agreements with 
option to buy. 


THREE of these projects have now been 
approved by REA at a cost of approxi- 
mately $40,000,000 — one in Missouri, 
two in Oklahoma, and a fourth pending 
in Arkansas. Some analysis of this seem- 
ingly double-dealing type of arrangement 
is to be found in the ‘Washington and 
the Utilities” department of this issue. 
(See page 297.) The fact that power ob- 
tained from one of these codperatives will 
cost Southwestern Power Administration 
more than twice the rate it will pay to 
business-managed companies under con- 
tracts now being negotiated, challenges 
the good faith of the professed spirit of 
coéperation in which these deals were 
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How UP-TO-DATE 
is your financing program? 


@ Quite a radical change from 
the picturesque mill wheel to a 
modern power plant. And from 
the capital markets of the past 
to those of today. 

Have your financing methods 
and your approach to the finan- 
cial community kept pace with 


ONE WALL STREET 
Capital Funds over $118,000,000 


modern practices? The special- 
ists in our Public Utilities De- 
partment can give you expert 
help in planning a comprehen- 
sive program geared to present- 
day financial conditions. 

They will be glad to discuss 


your business with you. 


GRusT 


NEW YORK 15, N. Y. 
Total Resources over $1,100,000,000 


Witu1am N. Enstrom, Chairman of the Board 
Ricuarp H. West, President 


Public Utilities Department 
Tom P. Watker—Vice President in Charge 


MEMBER FEDERAL DEPOSIT INSURANCE CORPORATION 
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conducted. What was the ultimate ob- 
ject? To get power to the people at the 
cheapest cost? Or to spread public own- 
ership at any cost? 


A CRITICAL view of these developments 
would be that they suggest a deliberate 
plan to take funds, appropriated for pri- 
vate electricity to unserved farmers, and 
divert them to operations which could be 
accomplished at less cost, through genu- 
ine cooperation, in the form of contracts 
by the Southwestern Power Administra- 
tion and the local companies. There arises 
the question of whether the “super co- 
Operatives” are not instruments for di- 
verting REA loans to Interior Depart- 
ment purposes for which Congress has 
failed to make regular appropriations and 
authorizations directly to the Interior 
Department. 


, owe since the Southwestern Power 
Administration first began its pro- 
gram of expanding, Interior officials have 
complained that they are bargaining at 
a disadvantage with the power compa- 
nies. Two years ago when the Texas 
Power & Light Company signed a con- 
‘tract, there was hope that a pattern had 
been found for a peaceful accord between 
the government and the power companies 
in the Southwest. 


But last year, the Interior Department 
asked for a big stick (in the form of 
funds which might be used to build gov- 
ernment transmission lines) to deal with 
other power companies. In subsequent 
negotiations, Southwestern Power Ad- 
ministration used its stick assiduously 
and obtained many concessions in tenta- 
tive contracts. 


Tue Oklahoma contracts featured an 
agreement whereby the administration 
and the companies would “exchange” 
power in such a way as to avoid the need 
for building duplicate transmission fa- 
cilities. The contracts made no effort to 
impose a common carrier status on the 
companies which would obligate them to 
carry power on their lines which they did 
not own. 


As evidence of good faith, one power 
company applied to the Federal Power 
Commission for permission to sell a 
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length of its transmission line to the In- 
terior Department. In the face of such 
understandings — in contracts that still 
lacked the final approval of the Secretary 
of the Interior—a policy of collaboration 
with a “super co-op” network, which 
would make available newly constructed 
lines for operations by the public agency 
under the ownership of another name, is 
puzzling to say the least. 


THE opening article in this issue, by 
W. D. WorxkMAN, JR., state correspond- 
ent for The News and Courier, Columbia, 
South Carolina, deals with the Southeast 
rather than the Southwest. But it deals 
with a situation that furnishes a pretty 
good example of how an REA “super 
co-op” loan can expand the operating 
scope and facilities of an existing public 
ownership agency indirectly for purposes , 
which the agency could not legally justify 
direct ownership and operation. This 
situation covers the celebrated Santee- 
Cooper program in the state of South 
Carolina, where state law has laid down 
definite limitations. Mr. WorkMan’s 
story of the manipulations which have 
developed in the Santee-Cooper situation 
may be an eye opener to those who like 
to be idealistic on the subject of public 
ownership and operation of electric 
power facilities. 

rae eS @ 


oe a day goes by that doesn’t 
bring us news of more and bigger 
plans for natural gas pipelines seeking to 
serve the rich castern coastal market. 
Specifically, in the New York city metro- 
politan area the steady march of natural 
gas has challenged the attention of the 
gas industry. Beginning on page 275, 
Joun P. CaLLanan, utility news editor 
of The New York Times, has written 
about this peaceful invasion of the na- 
tion’s largest urban center and the high 
financial and regulatory stakes involved. 
It isn’t just a New York city problem 
either. Boston, Baltimore, and other 
eastern cities are involved. 


THE next number of this magazine 
will be out March 16th. 


Ae Eline 
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INCREASE PRODUCTION— 
SLASH TYPING COSTS! 
PUBLIC UTILITIES 


Here’s valuable news on how you can increase your typing pro- 
duction! Yes, anywhere from 10% to 50% is possible with the 
new Remington Electri-conomy — the new electric typewriter 
that turns out more work, better work in less time and with less effort. 
The Electri-conomy is scientifically designed to meet all your typing 
requirements with greater ease, greater speed and greater accuracy. 
Mail the coupon below for detailed information on how you can start 


saving today ... the Remington Electri-conomy way! 
Copyright 1950 by Remington Rand Inc. 














Make the £lerfri-conamy test in your office today! 









Rand, Dept. TE-60, 315 Fourth Ave., N.Y. 10 
CO Please send me FREE copy of “Electric Typing vs. 
Manual Typing.” 











THE FIRST NAME IN TYPEWRITERS 
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Coming IN THE NEXT ISSUE 
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QUODDY TIDAL POWER FOR 
NEW ENGLAND AND NEW BRUNSWICK? 


The controversial Passamaquoddy project for utilizing tidal currents in the 
Bay of Fundy has been recently revived by a recommendation of President 
Truman to Congress for the creation of a special commission to study 
New England's hydroelectric power potential and allied subjects. It is not 
enerally understood, however, that there is an international alternative 
See the all-American plan for "Quoddy' development—which has been 
judged too expensive. Lincoln Smith, political economics instructor, who 
hal made special studies of the "Quoddy" situation, brings us down to 
date on its latest possibilities from an international standpoint. 








A 5-DAY WORKWEEK FOR BUSINESS WITH 7-DAY JOBS 


A public utility, by its very nature, serves seven days a week. Gas, electric, 
telephone, and transit—never have a holiday or a holy day or a feast day 
to the point of suspending operations. On the contrary, public holidays 
frequently augment the normal load of any public service operation. Joe R. 
Ong, consulting transportation engineer from Cincinnati, Ohio, writes an 
account of a plan which has proved successful in rotating 5-day workweeks 
for the personnel of the Cincinnati Street Railway Company. It is an easil 

understood method, well worth at least a double-check comparison with 
similar practices of other utility companies. 











THE WORLD POWER CONFERENCE 


In 1936 the third World Power Conference was held in this country. In 
1950 the fourth World Power Conference convenes in London. Here is 








Hi 
a description of the international setting for both meetings, with special ul 
notice of the problems created by current socialistic trends. J. A. Whitlow, rs 
former director of public relations for the Public Service Company of Tr 
Oklahoma, has sketched a brief but interesting vignette about the back- bs 
ground of both meetings. tl 
er 
WHAT ELSE IS GAS GOOD FOR? : 
Although synthetic chemicals are still but a small part of the natural gas be 
industry's business, the annual value of crude products from petroleum and e 
natural gas operations in the United States has reached nine figures and is b 
still going strong. T. N. Sandifer, technical editor for Washington trade : 
publications, has taken official statistics to give us an account of the growing 
value and importance of by-product materials in the gas production field. : 
; 
* cl 
A ls O .. . Special financial news, digests, and interpretations of court and com- 
mission decisions, general news happenings, reviews, Washington gossip, 
and other features of interest to public utility regulators, companies, 
executives, financial experts, employees, investors, and others. 
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**MIDDLE- WEIGHT" 
GMC SIX-WHEELERS | 
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Bringing the Advantages of Dual Drive 
Design to Many More ‘Truck Operators 


Here’s welcome news for municipalities, public 
utilities operators and other truck users who n 
trucks that combine great tractive ability with low 
gross vehicle weight. 

These new GMC series ‘‘400”’ and ‘‘620’’ 6-wheelers 
answer every requirement of these vocations. In 






* 24,000 and 


3 
Pounds G 2,000 










the bargain they give you the plus values of GMC 2 e 
engineering and design . . . in powerful valve-in- 48 and 279 E 

head engines that are basically the same as ‘“‘the of 110 a Nngines 
Army’s Workhorse’’. . . in modern, wide-vision, ind 120 h, p 
extra comfort cabs . . . in rugged, truck-built 360 and 4 “i 
chassis that include such outstanding features as of 150 26 Engines 
wholly new, high efficiency dual drive axles, and 177 h 
bumper bar grilles, recirculating ball bearing All " — 
steering, Syncro-Mesh transmissions, frames of D ~New Rugged 

11.1 and 16.03 section modulus. Val Dri 





_ Rear Axles 





These new GMCs offer a long-desired lower cost 
way of hauling big loads, on or off the roads. Let 
your GMC dealer give you the highly acceptable 
facts and figures for your particular job. 


GMC TRUCK & COACH DIVISION © GENERAL MOTORS CORPORATION 


CAS 





TRUCKS 


Hydr 


Four. and 
Five. 
Fansmissions 


New Heavy 
Qulic ang Air Brakes 
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“There never was in the world two opinions alike.” 
—MonrtTAIGNE 











Pau H. DoucLas “T have yet to see any government agency which is cut 
U. S. Senator from Illinois. right down to the core.” 






* 


Wut C, Durant “Nature loves inequality and inequality grows most 
Philosopher-historian. rapidly in a democratic country where men are most free.” 


* 


Excerpt from “The Patriot” “Britain is an island, underlain by coal, and entirely 
London, England. surrounded by waters filled with fish, and it certainly must 
take a genius to create a shortage of both.” 
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CHARLES E, WILSON “If the great American system is just allowed to 
President, General Electric progress without being thrown out of kilter by people 
Company. with foreign philosophies, I think it'll go on to much 
greater heights.” 
a 
Emit ScHRAM “We have talked entirely too much about ‘security.’ 
President, New York Stock There has been too much emphasis on ‘riskless savings’ 
Exchange. and a ‘safe future.’ We should do more talking about N 
people becoming owners of business.” j 
. consu 
JosepH W, Martin, Jr. “In the broadest view the President has again given Inste: 
U. S. Representative from . notice that he is wholly committed to the eventual social- own 
Massachusetts. ization of America and the elimination of the traditional and § 
American competitive system which made this nation the 
greatest on earth.” " Wec 
i 
EprrortaL STATEMENT “The managed economry demands that the citizen even them 
The Wall Street Journal. in most trivial affairs must conform to a set of rules. 
In addition to the specific rules, the government managers saciid 
have the more powerful controls of taxation, The result 
is to destroy incentive to venture and to stifle ambition.” The | 
velop 
Sd —car 
L. R. BouLwARE “Not only as a private employer but as a contractor for in on 
Vice president, General Electric the Atomic Energy Commission, we believe that the labor but 2 
Company. law should require affidavits of both company and union 
officials that they do not belong to the Communist party, 
or to any party which plans, teaches, or advocates the 
use of violence or force to overthrow the government of 
the United States.” 
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Are they getting bigger, or smaller? 


NE way to keep an accurate and realistic 
line on your consumers’ kilowatt-hour 
consumption is to make an analysis of usage. 


Instead of having this data prepared in your 
own offices, however, call in the Recording 
and Statistical Corporation. 


We can analyze your bills in 14 the usual time 
... and at approximately 4% the cost of having 
them done in your own offices by your own 
competent people. 


The Bill Frequency Analyzer—which we de- 
veloped especially for consumers’ usage data 
—can analyze as many as 200,000 of your bills 
in one day. Consequently, the cost to you is 
but a tiny fraction of a cent per item. 


May we send you this? 
“The One Step Method of Bill Analysis” is 
an informative booklet that tells you more 
about this accurate and economical method of 
compiling consumers’ usage data. 


utility usage data—automatically classifies and adds 
in 300 registers in one step. 


RECORDING AND STATISTICAL CORPORATION 


100 Sixth Avenue 


New York 13, N. Y. 
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Lapy VioLteT BONHAM CARTER 
Vice president, Liberal Party 
Organization. 



































Harry FiLoop Byrp 
U. S. Senator from Virginia. 


WINSTON CHURCHILL 
Former Prime Minister of Great 
Britain. 


Paut S. WILL1s 
President, Grocery Manufacturers 
of America. 


Dwicnut D. EISENHOWER 
President, Columbia University. 


EpiTorIAL STATEMENT 
The Chicago Journal of 
Commerce. 


Ricut REVEREND MONSIGNOR 
Futon J. SHEEN 
Educator-writer. 


Nem W. CHAMBERLAIN 
Professor, Yale University. 


Joun W. SNYDER 
Secretary of the Treasury. 
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14 REMARKABLE REMARKS—( Continued) 


“Many of the nationalized industries [in Britain] are 
operating on losses and the taxpayers have to foot the 
bill. Nationalization has not provided the hoped-for incen- 
tive.” 


» 
“If the President is successful in plunging this country 
into a new indefinite era of deficit spending . . . the in- 


evitable result will be impairment of the solvency ef the 
American dollar.” 


* 


“Labor members of Parliament would do well to re- 
member that their government would have been out of 
office in collapse and chaos years ago if American Capi- 
talism had not been willing to subsidize it.” 


* 


“In working to secure the future of American business, 
we must do a twofold selling job—selling our products 
to the people on one hand, and selling them the American 
competitive enterprise system on the other.” 


* 


“I am quite certain that the human being could not 
continue to exist if he had perfect security. Life is certainly 
worth while only as it calls for- struggle for worthy 
causes, and there is no struggle in perfect security.” 


* 


“Safety is the responsibility of motorist and pedestrian 
alike. Of the former, it requires courtesy; of the latter, 
elementary self-preservation, If safety cannot be attained 
by the exercise of good sense, it must be attained through 
law.” 


> 


“Socialism is that part of the economic system under 
which the state imposes a heavy tax on all the God-given 
teeth in order to supply everyone with state-given teeth, 
whether they are needed or not—and then rations every- 
thing that can be chewed.” 


* 


“It is only a question of time, perhaps ten, perhaps 
thirty years until such issues as promotion policies, pen- 
sion systems, problems of the rate of output are ac- 
cepted as bargainable issues the same as wages, hours, 
and working conditions are now accepted.” 


* 


“The general economic welfare of the country should 
be the guiding principle in determining for any given 
period whether the Federal budget should be balanced, 
should show a surplus, or should show a deficit, and in 
determining the size of any surplus or deficit.” 
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More Homes* can be Served with 
NATURAL GAS in 1950... Because 


The Columbia Gas System In 1949... 


Reached the primary objectives of 
a $168,000,000 expansion program — 
an adequate gas supply; adequate un- 
derground storage capacity and facili- 
ties adequate to supply more people 
with more natural gas. 

In 1949 the System established new 
highs in gas sales, in the volume of 
gas it could deliver in a single day; in 
Southwest gas contracts and in total 
reserves for the future, 

Columbia opened new gas frontiers, 
drilling the first producing well in 
Maryland. It built the “Toughest Inch,” 
a 26-inch transmission line through 
the West Virginia mountains, 

*And the System contracted with 
other public utilities to supply the gas 
required for their 600,000 customers. 


























The Columbia Gas System 


] 


ng 
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Asdemand continues to increase, fur- 
ther expansion is inevitable. For, as a 
public utility, Columbia Gas System 
has the responsibility and the legal 
duty to provide the public with we 
service its needs require. 

*Utilities serving 23 cities sought 
wholesale deliveries from Columbia. 
Applications to service Baltimore, Md., 
Poughkeepsie, Newburgh, Beacon, 
Kingston, N. Y.; Charlottesville, Va., 
and Hagerstown, Md., bave been ap- 
proved. Others awaited FPC approval 
as of Feb. 10, 1950. Full details are in 
the Annual Report of The Columbia 
Gas System, Inc., 120 East 41st Street, 
New York 17, N. Y.— available on re- 
quest. 
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On the evening of July 4th, 1883, Thomas A. Edison placed i 


" all ; 


SUNBURt 


a tradition of 
leadership 





into operation the first three-wire central station electric lighting plant in 
the world at Sunbury, Pa. Power was supplied to the old City Hotel three 
blocks away which was then on the site now occupied by the Hotel Edison. 


FUTURE 
EXPANSION 


The world’s largest power plant using 
pulverized anthracite has been completed 
recently on a site near Shamokin Dam 
along the Susquehanna River about two 
miles below Sunbury, Pa. This 150,000 kw 
installation, first of a number planned for 
the site, is part of the Pennsylvania Power 
& Light Company's network serving 28 
counties which cover an area of 9,500 
sq miles in central eastern Pennsylvania. 


FOSTER WHEELER 


CORPORATION ° 1658 


The two 75,000 kw turbine generators 
are served by four 130-ft high Foster 
Wheeler Steam Generators, the largest 
ever built for direct firing of pulverized 
anthracite. 


An extension of 100,000 kw capacity, 
now under construction, will be completed 
in 1951 and equipped with Foster 
Wheeler Steam Generators. 


BROADWAY 








on placed 
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lel Edison, 


Four FOSTER WHEELER Units for 
Sunbury Steam Electric Station of the 
VANIA POWER & LIGHT COMPANY 


Control Range 
Superheater Outlet 
steam Temperature 


400,000 Ib per hr 
250,000 to 400,000 


1350 psig 
955 F 


Anthracite Coal Pulverized in FW Ball Mills in Direct Fired System 


combined output of 27 tons of coal per hr. 


[W YORK 6, N. Y. 
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ASSURE DEPENDABLE POWER FOR SWITCHGEAR OPERATIONS 


Exide-Manchex Bat- . . . the latest development in molded glass 
teries are DIFFER- jars. 

ENT in design, con- : , ; 

: struction, perform- ne. heavy terminal posts with copper in- 

——— ance... differences serts for extra conductivity. 

you can count on for dependable battery 
service day after day ...and at a saving. 
One outstanding feature is the famous 
Exide manchester positive plate, which is 
used exclusively in the Exide-Manchex For an adequate and uninterrupted supply 
Battery. Other important featuresinclude: of current for central and sub-station 
. .. Slotted plastic separators, impervious services, use Exide-Manchex Batteries. 








Combined, these Exide-Manchex features 
assure you dependable power for positive 
operation of switchgear. 


to chemical and electrical reaction. Wherever used, you can expect trust- 
. . plastic spacers that maintain perfect worthy performance, long battery life and 
alignment. low cost maintenance. 


1888 ... DEPENDABLE BATTERIES FOR 62 YEARS... 1950 


“Exide” and ““Manchex" Reg. Trade-marks U. S. Pat. Of. 
THE ELECTRIC STORAGE BATTERY COMPANY, Philadelphia 32 
Exide Batteries of Canada, Limited, Toronto 
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Can You Be Confident? 


F in conjunction with your next annual meeting— 

or at some contemplated special meeting—pro- 

posals other than routine are to be voted upon—to raise 
debt ceiling—authorize new securities—grant conversion 
privilege for convertible bonds, etc.—can you feel con- 
fident that your stockholders will support management’s 
recommendations with adequate votes of approval—on 


time? 


Such an important meeting frequently merits pro- 
vision of special handling—utilizing the services of our 
proxy soliciting organization as a form of insurance that 
the meeting will be successfully held on scheduled date. 


Our record of performance for the utility industry 
is outstanding. We invite your inquiry for additional 
information. 








National or Sectional Coverage 


e e 


DUDLEY F. KING 


Associates: 


JOHN H. C. TEMPLETON * CHARLES A. NICHOLLS + PHILIP H. CARPENTER * WARREN W. AYRES 


70 PINE STREET, NEW YORK 5, NEW YORK 


| 
SS ee 


eee 











Public Utilities Fortnightly March 2, 1950 


——— 





NEWPORT NEWS 
MECHANICAL 
RACK RAKE 












Tr Newport News Mechani- 
cal Rack Rake is a power-operated 
rake for cleaning trash racks at wa- 
ter intakes for hydroelectric plants, 
steam plants, pumping stations, ca- 
nals and similar installations. It 
cleans the rack bars of trash and re- 
duces a former major hand operation 
to one of minor periodic activity. 
With Newport News Mechanical 
Rack Rake installations, one man 














Water users per shift can, under ordinary condi- 
qwoubled with rash ave tions, keep the racks clean for a 
invi o WwW. 
new descriptive rack dozen bays. 
rake catalog. 


NEWPORT NEWS SHIPBUILDING AND DRY DOCK COMPANY 


NEWPORT NEWS, VIRGINIA 
This page is reserved under the MSA PLAN (Manufacturers Service Agreement) 
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American Water Works Association, New England Section, will hold business meeting, 
Boston, Mass., Mar. 16, 1950. 










Western Radio-Television begins third annual conference, Seattle, Wash., 1950. 















New England Gas Association will hold annual meeting, Boston, Mass., Mar. 
23, 24, 1950. 


© 









Radio and Television Award Dinner will be held, New York, N. Y., 


1950. 








National Rural Electric Cobperative Asso. begins convention, Chicago, Ill., 1950. 
Texas Telephone Association begins annual convention, San Antonio, Tex., 1950. 








{ American Gas Association, Residential Gas Section, will hold midwest regional gas sales 


conference, Chicago, Ill., Mar. 27—29, 1950. 


















































W § Nebraska Telephone Association will hold annual convention, Omaha, Neb., Mar. 
8 28, 29, 1950. 
| 9 T* € American Road Builders Association ends annual meeting, Cincinnati, Ohio, 1950. 
G American Public Power Association will hold annual convention, Washington, € 
1o| F D. C., Mar. 28-30, 1950. 
Ss { American Water Works Association, New York Section, will hold annual meeting, 
ll Rochester, N. Y., Mar. 30, 31, 1950. 
S 4 Southeastern Electric Exchange will hold annual conference, White Sulphur Springs, 
12 W. Va., Apr. 12-14, 1950. 
13 M ¢ National Electrical Manufacturers Association begins meeting, Chicago, Ill., 1950. 
14 T* 4 American Railway Engineering Association begins meeting, Chicago, Ill., 1950. 
q United States Independent Telephone Association will hold national executives’ confer- 
15|W ence, White Sulphur Springs, W. Va., Apr. 10, 11, 1950. 
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Public 
Utilities 


FORTNIGHTLY 


Vot. XLV, No. 5 


MARCH 2, 1950 


Public Power Showdown in 


South Carolina 


Recently fourteen South Carolina rural electric codperatives 

succeeded in obtaining a loan from the Rural Electrification 

Administration to build a vast network of power lines in central 

and lower South Carolina tn collaboration with the state-owned 

Santee-Cooper Authority. How are the private power compa- 
nies going to fit into this new picture? 


By W. D. WORKMAN, JR.* 


NOTHER in the series of periodic 
bouts between public power 
and privately owned utilities in 

South Carolina has ended, this time 
with the decision going to the public 
power interests. This latest fight was 
precipitated by the effort of fourteen 
South Carolina rural electric codpera- 
tives to secure from the Rural Electri- 
fication Administration a loan of $7,- 
600,000 with which to build a vast net- 


*For personal note, see “Pages with the 
Editors.” 
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work of power lines in central and 
lower South Carolina. 

The economic and legal objections 
raised by privately owned utilities have 
been overridden, the loan has been ap- 
proved, and all that remained was con- 
tract signing by officials of the REA, 
the Central Electric Power Codpera- 
tive, and the South Carolina Public 
Service (Santee-Cooper) Authority. 

Actually, the battle has been between 
these two chief contenders: the South 
Carolina Electric & Gas Company and 
MAR. 2, 1950 
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the South Carolina Public Service Au- 
thority. The co-ops have occupied the 
role of pawns or of beneficiaries, ac- 
cording to the point of view of the 
principals. 

Also involved have been the South 
Carolina Power Company (now owned 
by the South Carolina Electric & Gas 
Company) and the Carolina Power 
& Light Company. Both have been 
aligned with the Electric & Gas Com- 
pany in opposition to what they term 
governmental encroachment on private 
enterprise. 


efx contest just ended is simply a 
continuation of a long and bitter 
battle begun in 1934 when the South 
Carolina Public Service Authority was 
created to build and operate the huge 
hydroelectric development known as 
the Santee-Cooper project, The agency 


is known familiarly as the Santee- 
Cooper Authority, and will be so 
termed in this article to distinguish it 
from the South Carolina Public Serv- 
ice Commission, the state’s regulatory 
body which supervises privately owned 
utility operations. 

The private utilities sought initially 
to prevent construction of the Santee- 
Cooper project as a public power en- 
terprise, fearing that it was designed 
ultimately to put private companies out 
of business. In the litigation which 
followed, however, the authority’s gen- 
eral counsel denied any such intention. 
Here are the words of that spokesman, 
Richard M. Jefferies, state senator 
from Colleton county, former gover- 
nor, and now general manager and 
general counsel of the authority : 


Our application very clearly dis- 
closed our purpose to sell a large 
amount of our energy to the power 
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companies ; and, in fact, so far as the 
application is concerned all of it except 
about 21 per cent which we thought 
we had a certain market for that would 
not compete with the utility compz- 
nies. . . . Very frankly, it is not my 
attitude to come before this court and 
try to persecute and prosecute these 
utility companies, because I have al- 
ways said . . . that the Santee-Cooper 
project was not designed for the pur- 
pose of putting any of them out of 
business. 


Irrespective of whether such state- 
ments affected the situation, the courts 
dismissed the suit of the three power 
companies and cleared the way for con. 
struction of the Santee-Cooper project, 
Thus ended the first round in favor of 
public power. 


gpa seared the Santee-Cooper 
Authority sought to purchase the 
South Carolina Electric & Gas Com- 
pany, then operating under another 
corporate name in central South Caro- 
lina with headquarters at Columbia. 
That effort brought additional court 
action and resulted in a decision by the 
state supreme court that Santee-Cooper 
was not empowered to buy “an exist- 
ing utility system in order to produce, 
distribute, and sell electric power.” 

That decision in the “Creech Case” 
gave privately owned utilities a new 
lease on life and seemed to confine the 
Santee-Cooper Authority to the mis- 
sion of operating its own establishment 
and providing power to areas not al- 
ready served. 

That feeling was strengthened fur- 
ther last year when Santee-Cooper 
failed in its effort to acquire the South 
Carolina Power Company, serving 
lower South Carolina from headquar- 
ters in Charleston. Santee-Cooper 
sought not only to acquire the Charles- 
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PUBLIC POWER SHOWDOWN IN SOUTH CAROLINA 


ton utility, but, failing that, fought 
furiously to prevent its sale to the 
South Carolina Electric & Gas Com- 
pany. 

Every agency, regulatory and ju- 
dicial, which viewed that fight decided 
that no valid reason existed why the 
Columbia utility could not acquire the 
Charleston company. The sale of stock 
finally was completed with the approval 
of the South Carolina Public Service 
Commission, the Securities and Ex- 
change Commission, the Federal Power 
Commission, and both state and Fed- 
eral courts. 

But, even as that fight ended, an- 
other was brewing, this one compli- 
cated by the participation of numerous 
South Carolina rural electric coodpera- 
tives. Thwarted by the war in their at- 
tempt to obtain a $3,750,000 REA 
loan for construction of transmission 
lines to the Santee-Cooper project, the 
cooperatives in 1948 began planning 
to secure an REA loan twice that size. 


ben Santee - Cooper Authority 
stayed in the background for a 
time, but in early April of 1948 it was 
disclosed that Santee-Cooper was plan- 
ning much, if not all, of the tremendous 
undertaking, By that time, the coop- 
eratives (ultimately to number four- 
teen) had organized into the Central 
Electric Power Codperative, with 


Perry M. Brown as its president. 

Mr. Brown revealed to this writer 
that Santee-Cooper officials “came to 
us with this project at the beginning,” 
adding that the authority was “prob- 
ably as much or more interested than 
the codperatives.”’ 

In the months following, there were 
many conferences between Santee- 
Cooper, Central Electric Cooperative, 
and REA officials, generally with an 
air of secrecy and always with the press 
barred. All that was known definitely 
by the general public was that a loan 
of $7,595,000 was being sought with 
which to construct some 700 or 800 
miles of power lines to transmit power 
to rural cooperatives. 

Officials of the three private com- 
panies now serving cooperatives in the 
counties represented in the Central 
cooperative protested that they were 
being frozen out of the negotiations, 
that the proposed transmission lines 
would duplicate existing facilities, and 
that the private companies were pre- 
pared to deliver power to the codpera- 
tives at rates equal to those offered by 
Santee-Cooper. 

Late in December of 1948, the Cen- 
tral codperative held an open meeting 
in Columbia and laid its case before 
the press, Spokesmen censured the pri- 
vate utilities for having failed to pro- 
vide adequate power at reasonable 


e 


“ANOTHER in. the series of periodic bouts between public 
power and privately owned utilities in South Carolina has 
ended, this time with the decision going to the public power 
interests. This latest fight was precipitated by the effort of 
fourteen South Carolina rural electric codperatives to secure 
from the Rural Electrification Administration a loan of 
$7,600,000 with which to build a vast network of power lines 
in central and lower South Carolina.” 
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rates. They denied that there would be 
much duplication of lines, though com- 
parative maps show many proposed 
lines paralleling those in existence. 


Bees officials of the codperative 
made it clear that they intended 
distributing Santee-Cooper power over 
their proposed transmission net, but 
denied any intention of competing 
otherwise with private utilities. 

“We do not want a customer the 
power company has,” were the words 
of Kelly Rusk, engineer for the codp- 
erative. 

Mr. Brown said, “If we could get 
ample power at reasonable rates, there 
would be no cause for us to exist (as 
a combination of codperatives).” 

Meanwhile the private companies 
still were seeking a public hearing be- 
fore the REA and insisted that they 
would serve the codperatives adequate- 
ly. S. C. McMeekin, president of the 
South Carolina Electric & Gas Com- 
pany and leader in the private compa- 
nies’ fight, time and again assured na- 
tional and local REA officials “of our 
ability and willingness to adequately 
supply present and future power re- 
quirements of the cooperatives at very 
low rates.” 

The power companies made a double- 
barreled proposal to the cooperatives. 
They offered either to furnish power 
at rates comparable with those offered 
by Santee-Cooper or to transmit San- 
tee-Cooper power over existing private 
lines to the cooperatives at a nominal 
service rate. 

In either event, Mr. McMeekin cal- 
culated, the cooperatives would benefit 
to the extent of roughly $500,000 a 
vear by foregoing the huge REA loan 
and utilizing the facilities of private 
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utilities. He based that computation on 
these factors: that someone, either the 
Central codperative or Santee-Cooper, 
would have to pay $151,910 as 2 per 
cent interest on the REA loan; $227. 
865 as 3 per cent depreciation and ob- 
solescence ; and $189,887 as operation 
and maintenance costs (figured at 2.5 
per cent). 

The proposals of the power compa- 
nies drew no response from either the 
REA or the cooperatives. 


O* January 7, 1948, the REA an- 
nounced approval of the Central 
cooperative loan and disclosed a fea- 
ture which had been suspected but not 
until then known—that the transmis- 
sion system to be built would, in real- 
ity, be a Santee-Cooper facility rather 
than a cooperative facility, and even- 
tually would revert outright to the San- 
tee-Cooper. 

Through the device of “renting” the 
cooperative’s extensive transmission 
net, the Santee-Cooper Authority 
would put up the money needed to re- 
tire the $7,595,000 loan over a 35-year 
period. This is how the plan is de- 
scribed in an REA memorandum an- 
nouncing approval of the loan: 

The codperative will lease the entire 
system to the authority. 

The authority will assume the re- 
sponsibility for the maintenance and 
operation of the transmission system, 
and other charges, and payment of an 
annual rental sufficient to amortize the 
REA loan over a 35-year period. When 
the loan has been repaid, the title to 
the system will pass to the authority. 
In a final effort to block the building 

of transmission lines they feel are 
aimed at robbing them of customers, 
the three power companies sought to 
void the contract between Santee- 
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Transmission lines to be built 
with REA loan funds 


Present transmissi lines owned 
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Cooper and the Central Electric Power 
Codperative. Simultaneously, Mr, Mc- 
Meekin gave this explanation of the 
companies’ action: 


This suit was forced upon us. We 
had no choice but to bring an action 
to protect the value of our properties 
and service to our customers. 

We have furnished the rural coop- 
eratives ample power for all their needs 
and have offered them our established 
facilities for their future requirements, 
without any strings or obligations. 

It is unfortunate that the people of 
our state have been denied a public 
hearing on this vital matter which we 
so earnestly requested in order that the 
facts involved might become publicly 
known. The companies, in trying to 
prevent the useless duplication of their 
facilities, which can only lead to politi- 
cal control and operation of all the 
utilities in South Carolina, offered a 
proposal that we are anxious for the 
farmers and other taxpayers to know 
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about. This provided for Santee- 
Cooper-generated power to be sent 
over our lines and to be sold directly 
by Santee-Cooper to the codperatives 
at whatever rate Santee-Cooper cared 
to charge; Santee-Cooper could give 
its power absolutely free to the coop- 
eratives if it so desired. Under this 
proposal the codperatives would be 
guaranteed the backing of our many 
plants and lines in addition to the one 
plant owned by Santee-Cooper. This 
was a proposal under which the codp- 
eratives would not be burdened with 
additional debt and would not be under 
obligations to Santee-Cooper for the 
next thirty-five years. 

The real way to help the farmers 
and other rural electric customers with 
this $7,500,000 of Federal money, if it 
must be spent, would be to use it to 
improve service to rural customers 
now being served by co-op lines by in- 
creasing the capacity of existing rural 
lines and extending lines to homes in 
rural areas that do not now have elec- 
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tric service. But no such use will be 
made of this money. The rural cus- 
tomers should realize that not a single 
home can be connected directly to these 
duplicating transmission lines. 

Therefore, having been denied a 
public hearing in a matter so vital to 
the people of the state, we are forced 
to take the only course left to protect 
our properties and service to our cus- 
tomers—a legal action. 


Sime salient point in this legal action 
was whether or not the Santee- 
Cooper Authority came under the ju- 
risdiction of the South Carolina Public 
Service Commission. The question had 
been raised from time to time, but 
never had been adjudicated. The issue 
boiled down to this: 

If Santee-Cooper fell within the ju- 
risdiction of the public service com- 
mission, as do privately owned utilities, 
then the power companies were due 
protection against what they termed 
“unfair competition” from a govern- 
ment-financed power project. If San- 
tee-Cooper was excluded from the com- 
mission’s regulations, then it needed no 
certificate of “public convenience and 
necessity” before proceeding with the 
establishment and operation of trans- 
mission lines. 

The case reached the South Carolina 
Supreme Court during the summer. 
The court decided that Santee-Cooper 
held a specific statutory status which 
effectively exempted it from the juris- 
diction of the public service commis- 
sion. With that established, other 
points of the suit fell by the wayside 
and the power companies had no legal 
recourse left. 

As matters stand now, the way is 
clear for Santee-Cooper and the Cen- 
tral Electric Power Cooperative to pro- 
ceed with their plans for establishment 


of a vast transmission network 
throughout 27 of South Carolina’s 46 
counties. 

Their ostensible purpose is to take 
cheap power to rural electric codpera- 
tive members and other farm folk who 
are not now served adequately or at 
all. If this were the only purpose for 
which the REA loan was to be used, 
the power companies would not be so 
concerned over the future as they now 
are. 

What the power companies fear, and 
not without justification, is that this 
vast federally financed power net will 
sooner or later be the medium by which 
the politicians who champion public 
power in South Carolina will seek to 
wreck the private companies. 


NX the moment, officials of the co- 
Operative say “we do not want a 
customer the power company has,” but 
these companies have a vivid recollec- 
tion of past promises which somehow 
lost reliability as circumstances altered. 
They find it difficult to reconcile Sen- 
ator Jefferies’ early statement that “the 
Santee-Cooper project was not de- 
signed for the purpose of putting any 
(power companies) out of business” 
vith his subsequent statement (in De- 
cember of 1948) to the effect that San- 
tee-Cooper either would buy out the 
South Carolina Power Company or 
give it “competition to the nth degree.” 

In his most recent criticism of the 
power companies, delivered October 
6th in Charleston, Senator Jefferies 
termed private utilities “fascist” be- 
cause they are given “monopolies.” By 
contrast, he said the Santee-Cooper be- 
lieves in private enterprise, “the funda- 
mental principle of which is competi- 
tion. . . . Public power service is not a 
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socialistic enterprise. Public power in 
the Santee-Cooper is no more socialis- 
tic than the public school system. Pri- 
vate power, in its monopolistic form, 
is much worse.” 

In the face of that attitude, it would 
seen to be exceedingly optimistic to 
expect any understanding between pri- 
vate and public power interests in 
South Carolina. 

The power companies, though set 
hack somewhat by this latest court de- 
cision, are still very much in the pic- 
ture. They believe public opinion in 
South Carolina will support them 
against any unfair inroads by public 
power interests. Their faith in the fu- 
ture is strong enough, for example, to 
warrant a recent announcement by Mr. 
McMeekin that the South Carolina 
Electric & Gas Company and the South 
Carolina Power Company jointly 
would spend some $38,000,000 in new 
construction work during the next five 
years, 

With regard to the rural electric co- 
éperatives, the South Carolina Electric 
& Gas Company has made still another 
offer to improve contract relations and 
obviate any necessity for entering into 
the Santee-Cooper agreement. 


ee last proposal, dated Septem- 
ber 17, 1949, renewed the offer to 
provide power or to transmit Santee- 
Cooper power, whichever the codpera- 
tives preferred. South Carolina Elec- 
ric & Gas Company offered to furnish 
power at 5.5 mills per kilowatt hour on 
a 15-year contract. 

Or, if the codperatives chose to deal 
with Santee-Cooper for their power 
supply, the company offered to transmit 
such power from the Santee-Cooper to 
the codperatives. A facility charge 
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would be made (in kilowatt hours 
rather than cash) on the basis that San- 
tee-Cooper deliver into the company’s 
transmission system 10 per cent more 
power than that required by the coop- 
eratives, including line loss. 


H™ is what the Electric & Gas 
Company said in making that 
offer to all presidents, managers, and 
directors of the codperatives now 
served by it: 


We are confident such a plan could 
be worked out with your codperative 
and Santee-Cooper on a mutually bene- 
ficial basis. The companies have am- 
ple power, ample transmission facili- 
ties, and are willing to use both their 
generating and transmission facilities 
to assure your cooperative an adequate 
and dependable power supply. 

You can well appreciate that under 
such a plan your cooperatives’ power 
supply would be backed not only by 
the Santee-Cooper project but by all 
of the power plants in the state and by 
all of the large transmission intercon- 
nections with out-of-state companies. 

You may wonder why the company 
is willing to make such a proposal : Our 
answer is that it is a determined effort 
on our part to keep our company, 
which is owned by 38,000 stockholders 
in South Carolina and other states, 
from being destroyed by a system of 
government-owned, duplicating trans- 
mission lines and substations. We tell 
you quite frankly that if no power other 
than that furnished the cooperatives 
were to be transmitted over the pro- 
posed duplicating transmission system, 
we then would have no objection what- 
ever to the construction of the pro- 
posed duplicating transmission system. 
However, since we realize that all of 
the power requirements of all of the 
codperatives will not in the immediate 
future be sufficient to utilize 10 per 
cent of the capacity of the proposed 
transmission system, we know that the 
lines will, therefore, be used to serve 
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power needs other than those of the co- 
Operatives. This could only mean serv- 
ing business that we are now serving 
or that we would otherwise serve. 

You may ask why we object to this 
type of competition : Our answer is that 
we cannot compete with our govern- 
ment. If the proposed transmission 
system were to be operated under the 
same rules under which we operate, 
we would not be concerned over the 
competition. 

We are firmly convinced, and we 
believe you are, that if the companies 
are not to be permitted to exist as pri- 
vately owned, tax-paying American 
businesses, they should in fairness and 
in the best interest of the people of 
South Carolina be put out of business 
by being purchased by the government 
at a fair price, rather than by our gov- 
ernment using the money of the tax- 
payers to uselessly duplicate facilities 
as a means of forcing the companies 
out of business. 

Your codperative’s acceptance of 
either of these proposals is not con- 
tingent upon or dependent upon the 
acceptance of either of them by any 
other codperative, and we urge you to 
seriously consider our proposals before 
binding your codperative in additional 
debt and to a 30- or 35-year contract 
with all of its implications. 


._ codperatives have shown no 
interest in that proposal. The 
Electric & Gas Company’s letter went 
out in mid-September, but by late Oc- 


tober not one of the cooperatives had 
acknowledged receipt of it. 

At the time this is being written, 
here is the only reaction available, and 
this comes from Perry Brown, presi- 
dent of the over-all Central codpera- 
tive: 

Central Power Cooperative has 
never received offer from McMeekin. 
Understand codperatives served by 
South Carolina Electric & Gas Com- 
pany have received some proposal. Un- 
derstand from co-op representatives 
served by McMeekin’s company not 
interested. My personal belief is Cen- 
tral Electric Power Cooperative not 
interested were similar proposal of- 
fered. Consider offer merely an attempt 
to delay progress of Central and not 
made in good faith. 


For the time being, there the matter 
rests. The fourteen cooperatives and 
the Santee-Cooper Authority seem de- 
termined to proceed with the construc- 
tion of an elaborate network of lines 
which the private companies say are 
not needed 

The power companies continue their 
efforts to improve service in all areas, 
urban and rural, hopeful that public 
sentiment, and perhaps legislative ac- 
tion, will forestall further invasion of 


| private enterprise by government-f- 


nanced projects. 





6¢ NLESS the difference between promise and performance 
is clearly delineated and understood by the lay public, 
the corruption of a superior and more productive free economic 


society will continue. 


“Thus, British workers are finding out . . . that having their 
own cronies in the seats of the mighty in government is no 
assurance that they will achieve the material progress they seek. 

“Even the visionaries can’t change simple arithmetic or 
physics and chemistry, no matter how glibly they make irre- 
deemable promises to the unsophisticated.” 


—MERRYLE S. RUKEYSER, 
Columnist. 
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Natural Gas—Everybody’s 
Darling 


Almost every day seems to bring us news of more and bigger 

plans for natural gas pipelines seeking to serve the rich eastern 

coastal market. Specifically, in the New York city metropolitan 

area the steady march of natural gas has challenged the atten- 

tion of the gas industry. Here is an account of this peaceful 

invasion of the nation’s largest urban center and the high finan- 
cial and regulatory stakes involved. 


By JOHN P. CALLAHAN* 


PROFESSIONAL observer of the 
A American economic scene, an 

associate editor of a national 
monthly magazine, remarked to the 
writer recently that “if the gas indus- 
try, every level of it from the producer 
to the pipelines and the operating utili- 
ties, doesn’t watch its step, it may find 
itself faced with onerous legislation 
not unlike the Holding Company Act 


, that hit the electric utilities.”” This 


sounded almost incongruous coming 
from a conservative. Just a moment 
earlier, he had leaned heavily on the 
rhetorical phrase when he described as 
“refreshing,” the “nostalgic revival of 
the pioneer spirit inherent in the phe- 
nomenal growth of the gas industry.” 


*For personal note, see “Pages with the 
Editors.” 
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His note of alarm, he explained, 
came from the very growth that he 
praised. Of course, gas utility affiliates 
of the old holding company setup al- 
ready have gone through the SEC “‘in- 
tegration” mill. But this idea was about 
gas alone in its new and expanding in- 
dustrial form. 

What are the “phenomenal” aspects 
of this rapidly expanding $6 billion 
industry ? Even a cursory view of them 
reveals that an exhaustive picture 
would tend to be a confusing one. For 
example, there is (1) the regulatory 
part; the Federal Power Commission 
phase alone is a chapter replete with 
evidence of the multitudinous problems 
attending interstate regulation of the 
industry. Then there is (2) the chap- 
ter on the pipe-line race, with entrants 
MAR. 2, 1950 





PUBLIC UTILITIES FORTNIGHTLY 


of varying representation, ranging 
from production to retailing of gas. 
Also, there are (3) the local utilities, 
each bidding anxiously for a supply 
of natural gas needed not only to avert 
a repetition of the fuel-short winters 
that beset them in recent years, but to 
convert the gas end of the utility busi- 
ness from a loss to a profit. 


. is with this third part that we will 
mainly concern ourselves in this ar- 
ticle, And here, again, we can get a 
clearer perspective if we narrow our 
focus on a major metropolitan area— 
New York. 

In this area, with its residential and 
industrial concentrations, there are 
close to 3,000,000 customers served by 
about ten utilities, Consolidated Edi- 
son Company of New York, Inc., the 
largest with approximately 1,350,000 
gas customers. While we are on statis- 
tics, here is the situation for Consoli- 
dated Edison and other utilities in the 
area which are preparing for the avail- 
ability of natural gas by the end of this 
year. The number in parentheses repre- 
sents customers. 

Consolidated Edison (1,350,000) 
will spend about $9,307,000 for 23 
miles of pipeline connecting with the 
132nd street, Manhattan, end of the 
1,840-mile line of the Transcontinental 
Gas Pipe Line Corporation. When the 
line is completed in the fall of this year, 
these companies also will take natural 
gas from it: Brooklyn Union Gas Com- 
pany (830,000), which will spend 
about $2,916,000 for 12 miles of pipe 
connection; Kings County Lighting 
Company (115,500), $500,000 for 2.9 
miles of pipe, Other metropolitan area 
utilities included in this program are 
the Brooklyn Borough Gas Company 
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(94,200) and the Long Island Light- 
ing Company (168,500). 

The combined facilities of the above. 
mentioned utilities will be used jointly 
for the benefit of them all, and each 
company will construct, maintain, op- 
erate, and assume the cost of the fa- 
cilities in its respective area. The an- 
nual carrying charges and the main- 
tenance and operating expenses will be 
apportioned among the companies in 
relation to the contract demands and 
in accordance with the use actually 
made of the facilities. 

The daily volumes of gas which the 
companies will receive from Transcon- 
tinental are: Consolidated Edison, 
100,000,000 cubic feet; Brooklyn 
Union, 60,000,000 ; Kings County, 7,- 
500,000; Long Island Lighting, 20,- 
000,000; and Brooklyn Borough, 7,- 
000,000 cubic feet. 


A there are in the metropolitan 
area the Public Service Electric 
& Gas Company in New Jersey, and 
the New York & Richmond Gas Com- 
pany, on Staten Island. In addition, 
there are three others in New Jersey 
and, along with Public Service and 
New York & Richmond, they are on 
the line of the Texas Eastern Trans- 
mission Corporation, owner of the 
Big and Little Inch lines that have 
been transformed from wartime oil 
carriers between the Southwest and the 
Philadelphia-New Jersey area, to gas 
lines. These three are the Jersey Cen- 
tral Power & Light Company, the City 
Gas Company, and the County Gas 
Company. Of the three, City Gas was 
the first utility ever to receive natural 
gas in New Jersey when Texas Eastern 
began serving the area in the spring 


of 1949. 
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NATURAL GAS—EVERYBODY’S DARLING 


In every case, these ten utilities al- 
most begged for natural gas, a situation 
that sets right well with the two major 
pipelines that share the rich market. 
Jersey Central expects to be on the 
Texas Eastern line in the spring of this 
year. New York & Richmond also is a 
Texas Eastern customer, a relationship 
that is a story in itself, and one to 
which we might devote some space. 

This relationship also leads us to an 
important issue—one that some of the 
other utilities have tried with question- 
able assiduity to avoid during discus- 
sion of natural gas. 

First off, New York & Richmond, 
despite its minor league standing in the 
over-all picture with “only” 39,000 cus- 
tomers, had the distinction among util- 
ities of being the first in the metropol- 
itan area to receive natural gas on 
August 22, 1949, thus ending ninety- 
one years of manufactured gas opera- 
tion, Betimes, it sustained losses from 
the operation, despite rate boosts. 


to utility made gas from bitumi- 
nous coal and coke, and enriched 
it by mixing it with gas made from oil. 
Rising coal costs led to a series of rate 
increase requests before the public 
service commission and, notwithstand- 
ing three hikes between the end of the 
war and January, 1949, amounting by 
the way to 23 per cent in the period, 
operations were still marred by finan- 
cial stress, 


During these years, in 1947, New 
York & Richmond moved to become a 
customer of Transcontinental follow- 
ing announcement of the latter’s plan 
to bring natural gas to the area by the 
fall of 1950. The Staten Island utility 
reasoned that natural gas would reduce 
its gas production cost from 60 to 45 
per cent an MCF and bring about op- 
erating savings of $140,000 a year, 
based on 1947 oil prices. But fiscal 
problems continued to mount and, in 
1948, when Texas Eastern applied to 
the Federal Power Commission for 
permission to increase the capacity of 
its line eventually to 740,000,000 cubic 
feet a day, New York & Richmond 
moved successfully to get 4,000,000 
cubic feet of the gas daily. Immedi- 
ately on approval of its request the 
company dropped its plans to get the 
gas from Transcontinental a year or 
more later, and started anew. 

In 1948, New York & Richmond lost 
$45,000. By August, 1950, it expects 
to show a net profit of $200,000, de- 
spite a $230,000 annual rate cut that 
means an 11 per cent reduction in the 
gas bills of its 39,000 customers. 

No divining rod is needed to measure 
the depth, or significance, of the case 
that evolved before the public service 
commission in New York on Novem- 
ber 1, 1949—just eight weeks after 
Mayor William O’Dwyer signaled the 
advent of gas in his city at ceremonies . 
marking the occasion on Staten Island. 


e 


“Tue Brooklyn Union Gas Company's rise to the largest 
utility engaged exclusively in the production and distribu- 
tion of manufactured gas is a long stride from the dim era 
of pre-Civil War days when Brooklyn was an incorporated 
city of about 100,000 persons—just about one-tenth of the 
number of customers served now by the company.” 
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Pepe Benjamin F, Feinberg, 
of the PSC, announced the $230,- 
000,000-a-year rate reduction on that 
first Tuesday in November, and hailed 
it as a turning point that foreshad- 
owed lower cost of gas service to all 
consumers when natural gas becomes 
available to all companies serving the 
2,600,000 gas customers in the metro- 
politan area. This is what Chairman 
Feinberg said that day: “Because of 
the drastic increase in the cost of mate- 
rials entering into the production of 
manufactured gas in recent years, gas 
rates have been increased substantial- 
ly.” 

He went on to recount how the utili- 
ties regulated by the New York com- 
mission incurred heavy operating losses 
and how the PSC allows increases in 
gas rates “as an emergency measure to 
prevent deterioration of service and 
possible bankruptcy of some of the 
companies. 

“The higher rates have caused hard- 
ship to consumers, especially to those 
using gas for house-heating purposes. 
The commission was fully aware of 
this fact, but because of the heavy in- 
creases in operating costs, in some cases 
more than 100 per cent, higher rates 
were unavoidable if the companies 
were to continue to render adequate 
service.” 

And here is more than an indication 
of what may be expected after natural 
gas is available in the rest of the area. 
The PSC chairman said: “The New 
York & Richmond Gas Company also 
received rate increases during recent 
years, but now with the changeover to 
natural gas its customers will feel the 
effect of the lower cost of this fuel.” 

Mr, Feinberg then forecast the fu- 
ture: “Other consumers in New York 
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city, Westchester, and Long Island are 
bound to benefit when natural gas be- 
comes available to all companies in the 
metropolitan area, perhaps by the end 
of next [1950] year.” (Italics ours.) 


wu the above-quoted remarks 
by the chairman of the nation’s 
most influential state regulatory agency 
are more than a tacit comment on what 
may be expected in the way of rate ad- 
justments after natural gas comes to 
the other utilities under its jurisdic- 
tion, nevertheless there are several fac- 
tors that could alter the situation. For 
example, the Consolidated Edison 
Company’s picture might change sub- 
stantially after acquisition by it of the 
Long Island Lighting Company. Long 
Island Lighting has 168,500 gas cus- 
tomers and Consolidated Edison has 
almost a million and a half; will there 
be a conversion to straight natural gas? 
It appears not, hence an almost con- 
trasting situation to that of New York 
& Richmond. 

As a matter of fact, an official of 
Consolidated Edison, after telling the 
writer recently that “‘it is still impossi- 
ble to estimate the effect of the intro- 
duction of natural gas on our rate 
schedule,” added: “The gas will be 
used in place of oil in the manufactured 
gas process, and customers will not’ ce 
no difference in the gas supplied them.” 
He also asserted that “the savings ef- 
fect will depend on the comparative 
price of natural gas and the types of 
oil used when the changeover is made.” 

Brooklyn Union, which is the largest 
utility in the country engaged exclu- 
sively in the production and distribu- 
tion of manufactured gas, will go into 
a mixed gas operation when it receives 
its first natural gas from the Trans- 
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Second Youth for the Gas Industry 


sagt Bie natural gas industry is old in comparison with most indus- 

tries, but young in its thinking. It possesses the freshness and 

vigor and optimism characteristic of youth—three attributes that augur 
well for its future.” 





continental line late in 1950, Here, also, 
inquiry on the rate question meets with 
disappointing results. However, at the 
annual meeting on May 5, 1949, Clif- 
ford E. Paige, president, said the utility 
expects annual savings in operations of 
about $4,000,000, before taxes. That 
amount represents a little over $1,000,- 
000 more than the estimated cost of 
pipe-line connections to Transconti- 
nental’s 30-inch tubular carrier. 


i might be mentioned, in behalf of 
Brooklyn Union, that along with 
the other big utilities in the area it 
has sound reason, at present, for being 
reluctant to go all-out for straight nat- 
ural gas. One reason is the fear of an 
interruption of service on Transconti- 
nental’s 1,840-mile line. The stoppage 
could take any of several forms, in- 
cluding a break anywhere along the 
route that scales rivers, crosses moun- 
tains and 160 railroad tracks between 
Mercedes, Texas, and 132nd street in 
uptown New York. Then, too, the con- 
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version cost is steep, Brooklyn Union 
has said it would run about $12,500,- 
000 for its 830,000 customers, or about 
$15 a meter. This compares with $800,- 
000 capital cost for New York & Rich- 
mond’s conversion operation on about 
300,000 burners on appliances of 
39,000 customers. 

Turning now to the Garden state, 
Public Service Electric & Gas, which 
was the second New Jersey utility to 
receive natural gas from the Southwest 
when Texas Eastern began sending up 
4,500,000 cubic feet a day last August, 
expects substantial increases later this 
year from Transcontinental. Here, 
also, the natural gas will be used for 
mixing. 

Some industrial appliances will be 
affected by the burning characteris- 
tics of the gas, a slight change result- 
ing from the higher methane contents 
in the mixed fuel. 

A spokesman for this giant utility 
said that except for a slight odor 
change, most customers will be unaware 
MAR. 2, 1950 
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of any difference in the fuel, based on 
its experience with 100,000 customers 
who now receive mixed gas. 

The plant equipment cost to utilize 
natural gas as a raw material at 
PSE&G was placed at $3,000,000. 
With the reluctance one finds in the 
other utilities, the company sought to 
avoid discussing a rate increase but did 
give just a hint that there may be one. 
Asked what the savings would be in 
dollars and cents for the customer, and 
by how much the rates would be af- 
fected by natural gas, the company 
made this nonstop reply: “With the 
advent of natural gas it is anticipated 
that the oil adjustment charge will be 
reduced, which will result in a substan- 
tial savings as compared to bills ren- 
dered in 1948 and 1949 which included 
an oil adjustment charge where cus- 
tomers used in excess of 2,000 cubic 
feet per month.” 


cy the subject of the internal bene- 
fits accruing from the use of nat- 
ural gas, Con Ed (the abbreviated 
name form used now in the utility’s 
advertisements on its “Men Working” 
signs) said that not the least among 
them was the availability of the gas at 
the stations without regard to harbor 
conditions which might stop incoming 
oil tankers. Also, it was pointed out, 
some of the gas may be burned in boil- 
ers at the Hell Gate station to generate 
electricity—another instance of the 
flexibility of natural gas. 

Ever since February, 1825, coal has 
been the backbone in the gas manu fac- 
turing process in New York city, but 
numerous enrichment methods were 
used in the retorts. At the outset, New 
York Gas Light Company (a Con Ed 
predecessor ) employed whale oil to in- 
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crease the BTU (British thermal unit) 
content of its retort gas. This made the 
company partially dependent on itin. 
erant whaling ships, and it was with 
great relief in March, 1829, that Tim. 
othy Dewey, company manager, an- 
nounced that a changeover had been 
effected so that rosin could be used as 
an enriching agent. At other times in 
the development of New York’s gas 
service, cannel coal, naptha, and kero- 
sene have been used to “pep up” the 
retort gas, according to a Con Ed 
spokesman. 

The reminiscent note of whalers and 
of kerosene recalls Brooklyn Union’s 
early days. Some of the problems which 
technology and time have obviated and 
remedied were recalled at the week- 
long celebration in the City of Churches 
recently on the occasion of the com- 
pany’s centennial. 

The Brooklyn Union Gas Company’s 
rise to the largest utility engaged ex- 
clusively in the production and distribu- 
tion of manufactured gas is a long 
stride from the dim era of pre-Civil 
War days when Brooklyn was an in- 
corporated city of about 100,000 per- 
sons—just about one-tenth of the 
number of customers served now by 
the company. 


Ww some exceptions, the intro- 

duction and expansion of gas in 
Brooklyn a century ago parallel that 
of most other centers, even though 
such cities as Baltimore, Boston, and 
New York had street lighting before 
1849. According to a newspaper ac- 
count of the time: “The Brooklyn Gas 
Company . . . completed preparations 
for the introduction of this desirable 
article of consumption, and a few 
nights gave positive evidence of its 
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existence in our midst by the illumina- 
tion of the principal streets of the city, 
which at the hour of 8 o’clock were 
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about as slow as the industry itself in 
accepting the public as its principal 
market, and it was not until after the 
Civil War that homes, factories, and 
shops were lighted with gas. 
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| and There followed a period of vigorous 
eek- competition among mushrooming gas 
‘ches companies until the battle of the boun- 
‘om- daries was settled by consolidation of 
eleven rivals in 1895 into the Brooklyn 
ny’s Union Gas Company. Later, six more 
ex- companies became subsidiaries, and by 
ibu- 1927 they were merged with the parent 
ong company. 
ivil 
in- (yy one of the works that oper- 
yer ated independently before the con- 
the solidations of 1895 still remains—the 
by Citizens Gas Works at Hoyt and Fifth 
streets. Most of the gas supply now is 
manufactured at the new Greenpoint 
‘0- Works where stands the world’s largest 
in gas holder with a capacity of 17,000,- 
at 000 cubic feet of gas, Today, Brooklyn 
rh Union’s annual gas sales exceed 35 
id billion cubic feet to serve more than 
re 3,500,000 persons—not all of whom 
C are customers—resident in Brooklyn 
s and Queens. 
s After the hypothetical or theoretical 
e question : “How many [persons in the 
y company’s service area] will there be 
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one hundred years from today?” the 
utility observed that part of the answer 
“depends on Brooklyn and Queens and 
how they grow.” Then, according to 
the release prepared for the 100th anni- 
versary celebration, the utility assured 
posterity that “whatever the number, 
Brooklyn will be around to serve them.” 

From the foregoing we may have 
gleaned an idea of the magnitude of 
the natural gas operation in the nation’s 
most populous, busiest, and certainly 
one of the most highly lucrative gas 
sales areas. The natural gas industry 
is old in comparison with most indus- 
tries, but young in its thinking. It pos- 
sesses the freshness and vigor and op- 
timism characteristic of youth—three 
attributes that augur well for its future. 

While reserves are somewhat outside 
the scope of this piece, it does seem 
relevant to mention that the proved re- 
coverable reserves of natural gas at 
December 31, 1948, were almost triple 
the 63.9 trillion cubic feet at Decem- 
ber 31, 1935, This, despite the fact that 
14-year-period withdrawals of the fuel 
exceeded 85 per cent of the total 
proved recoverable reserves at Decem- 
ber 31, 1935; and during 1948, with- 
drawals were two-and-a-half times the 
figure for 1935. 


8 ps friend, the associate editor, has 
tempered his alarm a bit. His rea- 
son for not sounding quite as ominous, 
he told us the other day, is based largely 
on some thinking he has done along 
regulatory lines. Briefly, he has recast 
his opinion after counting up the num- 
ber of Federal, state, and local authori- 
ties that exercise “jurisdictional inter- 
est,” as he put it, over all levels of the 
industry. 
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The High Price of. Public 
Planning 


Regional improvement planning has become one of our national 
pastimes. It seems to be based on the notion that we are our 
brother's keeper. But what started out to be a job-building func- 
tion in the depression days has turned into a self-perpetuating 
political Juggernaut. It may well be that we were put in this 
world to help others. But if so, what were the others put here for? 


By JONATHAN BROOKS* 


ROBABLY the most amazing fea- 
P::: of the political spectacle that 

unfolds before our gullible eyes, 
these days, is the balancing act where- 
by our top-level planners carry the 
brother’s keeper’s program on one 
shoulder and the plan to keep employees 
and employers at odds, upon the other 
shoulder ! 

A facetious reply might be that this 
routine is really an easy trick because 
both shoulders are LEFT shoulders. I 
know that. But analyzing the feat is 
beyond me, This, despite the fact that 
I am paying to see it done. Let us di- 
rect our attention to one of the two 
phases of this double balancing act— 
the brother’s keeper’s program. This, I 
have been studying in the light of some 
statistics fresh from the top-level plan- 
ners’ own drawers. Though pertinent, 


*Former journalist and author of business 
articles, Indianapolis, Indiana. 
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these figures seem to warrant much 
more attention than anybody seems to 
be giving them. 

Follow closely, and I shall endeavor 
to prove that, in the so-called regional 
improvement plan, both as brothers and 
as keepers we are just a lot of babes 
in the woods. And if we wish really 
to improve ourselves solidly and per- 
manently, we might well forget the 
whole thing. Let us rationalize these 
two statements—with no tricks or 
props—just some figures from the 
Treasury Department, Bureau of Cen- 
sus, and Department of Agriculture. 

(Parenthetically, I was intrigued a 
few years ago, while taking part in my 
state’s flood-control work, when I 
heard a rather well-known engineer, re- 
tired now, say “The TVA is the most 
monumental hoax ever perpetrated 
upon the American people!” He may 
have meant, merely, that filling valleys 
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with water is no way to control floods; 
I don’t know, I’d never seen him be- 
fore, and have not, since. But I wor- 
ried about his charge until not long 
ago I found some official figures which 
the reader can check even from such 
a modest source as The World Alma- 
nac.) 


E RST, let us start with the elementary 
proposition that regional improve- 
ment planning is supposed to result in 
sound plans for actual improvement of 
a region. It has become a favorite 
pastime with us here in the United 
States in recent years. True, it is based 
upon the thesis that we are our broth- 
ers keeper — not to mention our 
half-brothers, stepcousins once re- 
moved, and others who need only be 
poor relation — in fact, especially 
POOR relations. 


It is a broad jump from the depres- 
sion-born Public Works Administra- 


tion (PWA) which created much- 
needed employment, by fostering local 
projects in construction of permanent 
works. Now, the projects are regional. 
It is a high jump, too, Because the 
PWA used Federal funds to grant 
first 30 per cent and then 45 per cent 
of the cost of the projects. PWA then 
loaned the balance to local units (cities, 
states, counties, districts, etc.) which 
put up some money themselves. Today, 
in an era when there is only an insig- 
nificant amount of unemployment we 
grant the whole 100 per cent, region- 
ally! No matter which way we look at 
it this is a record jump. Bear in mind 
the employment excuse, It has just 
about vanished. In its place we have no 
tangibly pressing justification — but 
mainly a vague desire to have the Fed- 
eral government do good work in the 
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region affected. And some are so 
cynical as to suggest strong political 
overtones. 

A dozen years ago we were, pretty 
well fixed. We could, and did, pay Fed- 
eral income taxes amounting to $8.52 
per capita, nationally. (Some of us 
were not so prosperous. In my state of 
Indiana such tax collections figured 
only $5.23 per capita.) Surely, we could 
afford to help backward areas! Which 
ones ? Well, Tennessee and neighboring 
folk were able to pay only $2.66 per 
capita. They’re nice people, deserve 
help, and we like them. 


S° we go through with a substantial 
program, giving the Tennessee re- 
gion one billion dollars, in round sum. 
We undertake flood control for its prin- 
cipal river valleys, provide river trans- 
portation for its products, set up 
“cheap” power to enable its people to 
do more and live better—in short we 
created TVA. And while we’re at it, we 
tell the world what a swell job we’re 
doing. Our official party line seems to 
be to snap and snarl and even question 
the integrity of doubting Thomases 
who now and then demur ever so 
mildly. 

The job is fairly well along toward 
completion. The money is mostly spent, 
except for such trifling items as mil- 
lions for soil conservation on the hill- 
sides that *washed into permanent 
floods, or lakes. There are still the 
nitrate schemes, and coal and steam- 
generating plants to reinforce the “in- 
firm’ hydro, The job is almost done, 
our billion gone, and what have we 
accomplished ? 

Helped property values ?—Average 
assessed property value in the United 
States for 1948 was $1,043; in my 
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state (one of the brother states, NOT 
classed a keeper state) it was $684.56; 
in Tennessee, $539.50! 

Boosted earnings?—Per capita indi- 
vidual income in the United States in 
1948 (fiscal year) was $1,410; in my 
state, $1,403; in Tennessee, $955! 

Increased farm production?—Farm 
income (less Federal payments) in the 
United States in 1947 was $206.50 per 
capita; in my state, $275.60; in Ten- 
nessee, $153.10! (That low figure is 
no reflection upon the farmers of Ten- 
nessee—they can’t farm rich river bot- 
toms that are forever under water!) 

Raised industrial production? —I 
can’t find a national figure at the mo- 
ment; but in my state, in 1947, the 
“value added by manufacture” (an odd 
statistic set up by the Bureau of Cen- 
sus) was $760 per capita; for Oregon, 
it was $410; for Kentucky, $261; and 
for Tennessee, $300! Something seeri1s 
to be wrong, here, for we provided 
river transportation to handle the area’s 


production cheaply (i.¢., with Federal 
underwriting) although it would seem 
the poor old railroads could struggle 
along under the weight of that produc- 
tion—and darn glad to get the busi- 
ness. Moreover, we rerigged freight 
tariffs to the advantage of the area, 
very decisively! Maybe industrial pro- 
duction will come up—it should, if elec- 
tric power is as important as the plan- 
ners think. But there are no persuasive 
or authoritative figures to bear this out. 
Never have been. 


| greewreys power supply?—We cer- 
tainly did! The United States has a 
power supply of .52 horsepower per 
capita, as of last year. In my state, we 
have .57 horsepower per capita, and 
with it we turned out more farm and 
industrial products than Tennessee did 
with its .63 horsepower per capita. And, 
we earned more, and were able to carry 
a heavier share of the tax load than 
Tennessee folk. 


MAR. 2, 1950 284 





THE HIGH PRICE OF PUBLIC PLANNING 


Improved taxability?—That is one 
thing we surely did for the land (and 
water) of the walking horse! Where 
a dozen years ago the area contributed 
$2.66 per capita to the Federal collec- 
tion box, it kicked in $111 per capita in 
1948. And that is an increase of 4,073 
per cent! Whooie—but wait—in my 
state we anted up from $5.23 to $258, 
and THAT is a 4,833 per cent hike! 
(National figure, $285.) AND we did 
it without benefit of a billion-dollar 
shot in the arm. We’ve had NO tax- 
exempt, unaccounted-for largess ! 

Reviewing those fundamental fig- 
ures, I ask you, what kind of keepers 
are we for our brothers? Are we doing 
them any real good? How do we know 
we should be keepers, instead of broth- 
ers, ourselves? How about you, in 
YOUR state? 

That should be sufficient examina- 
tion of the Tennessee area example of 
regional improvement, its results, costs, 
and implications. But it is fair to re- 
member that we have not quite finished 
the job. Lately we have sneaked a 
steam-and-coal generating station, to 
reinforce infirm hydro, into a general 
appropriation bill which had to be 
passed. And we are now talking openly, 
more boldly, about another one to cost 
more millions, with national defense as 
the excuse. We have sent the REA in 
with some of its funds to make the 
Tennessee rural electrification program 
look presentable, which it certainly 
does not, now, at the 50 per cent stage. 
(Not with Indiana, Oregon, and Wash- 
ington, to mention only a few, at the 
saturation point on farm service.) 


ews we are in the position of the 
man who mistakenly thinks con- 
tinued doling of dollars will solve all 
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the problems of his indigent friends. 
Trouble is, what else to do? A man 
hates to tell his friend—‘Beat it, get 
to work!” Moreover, we have not set 
the standard to which we would raise 
the Tennessee area. If we wished only 
to improve it, let’s say we did, with 
our billion dollars. But if we wished to 
bring it up to average in production, 
property, or taxability—well, we're not 
halfway there yet, after all these years! 
And our billion is gone, never to return. 

What frightens me is the prospect 
that we may decide to give the area 
ANOTHER billion, AND the TVA 
folks might be just about willing 
enough to let us do it! 

This brings me to another remark- 
able angle in our brother’s keeper’s 
program. Having succeeded much more 
definitely with TVA publicity than 
with TVA performance, we are heavily 
engaged in a regional improvement 
program for the Pacific Northwest. We 
seem to be past the half-billion mark 
in a billion-dollar commitment which 
may be binding upon all of us, whether 
or not we like it, can afford it, or relish 
the prospect of keeping more brothers ! 
Let me return to my figures. 

Nineteen hundred and forty-eight 
individual income in the state of Wash- 
ington was $1,453 per capita; and in 
Oregon, $1,302. (Compare with na- 
tional, $1,410; Tennessee, $955; my 
state, $1,403; and in yours? Well look 
it up? It’s right at hand—in your hum- 
ble little World Almanac!) 

Property value in Washington in 
1948 was $641.05 per capita, and in 
Oregon, $768.76. (Compare with 
Tennessee, $539.50; and my state, 
$684.56. ) 

Both Washington and Oregon were 
above the national average for farm 
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income in 1947, at $248.40 and 
$ 0, respectively. As against Ten- 
nessee’s $153.10. Moreover, by the 
Census Bureau’s peculiar measurement, 
Washington’s industrial production 


was $337 per capita, and Oregon’s 
$410, in 1947—to Tennessee’s $300. 
(Considering the distance from mass 
markets and some raw materials, indus- 
try may be said to thrive in Oregon 


and Washington; already, without 
waiting for our full billion to get to 


work. ) 


AS: in. 1948, income taxes collected 
in the two northwest states re- 
flected very creditably on their busy- 
ness—at $216.40 per capita for Wash- 
ington, and $193.30 for Oregon. 
Against Tennessee’s $111. In the face 
of these statistics, we would seem to 
be insulting the people of the North- 
west by classing them as poor relations 
needful of our charity. They appear to 
be producers, workers—and 

They have much more than the na- 
tional average share of electric power. 
As of last year, Oregon has .78 horse- 
power per capita, 50 per cent over the 
national average; and Washington has 
1.12 horsepower per capita, DOUBLE 
the national average! Of course, much 
of it is infirm, and aluminum plants 
have to shut down when the hydro 
is bothered by too much or too little 
water. But a few days off, now and 
then, apparently have not hampered a 
pretty good production record to date. 
( Besides, we may hurry out there and 
present them with some tax-exempt 
coal and steam generating stations. ) 

The 1950 Public Works Appropria- 
tion Bill, for river work, carried $664,- 
178,190 in total, for an expenditure of 


$5.04 per capita nationally. Of that 
amount, Oregon and Washington re- 
ceive $64,475,000, slightly over 10 per 
cenit: or $16.26 per capita. Thus, they 
spend $5.04 and receive $16.26, the 
rest of us, who may need some river 
work ourselves, putting up the differ- 
ence. (In my state, we spend the $5.04, 
and receive $1.96!) 

So, without having yet provided for 
firming the hydro we're going to de- 
velop, we are steadily proceeding with 
our second half-billion Federal com- 
mitment for the Northwest, We are 
doing this, without first having looked 
to see, by such figures as those I’ve 
cited, whether the hardy folk of the 
region are really in dire need. 


I* the light of TVA results to date, 
Oregon and Washington should run 
and hide when they see us coming down 
the western slopes with more regional 
planning from the District of Colum- 
bia, to fasten upon them. Or, perhaps, 
stand up and fight us off! And in the 
light of income tax collections—that 
4,833 per cent increase, as in my state 
—we'd all better run, and hide from 
the revenue man—as well as from the 
planners who cause him to act so tough. 
Even if the planners and the “plannees” 
are really in harmony, however, the 
ultimate bill payers ought to be entitled 
to a voice, and a vote. 

I’m going to see my Congressman, 
even if a plan is a plan is a plan, (And 
you?) To urge him to insist that in the 
brother’s keeper’s program, now and 
henceforth, we should make sure— 
(A) that our brothers actually need 
keeping; (B) that we honestly know 
how to keep them; and (C) that we 
can really afford it! 





MAR. 2, 1950 


286 





that 
n re- 
) per 
they 
. the 
river 
ffer- 
.04, 


| for 
- de- 
with 
om- 

are 
Iked 
I’ve 

the 


Municipal Ownership versus 
Federal Power 


The complaint of private power company officials about the 

inroads of Federal agencies and their fears of Federal power 

has, perhaps, distracted attention from the possibility that the 

municipal form of public ownership may also lie in the road 
of Federal invasion. 


By ALFRED M. COOPER* 


EFORE 1935, local electric utility 
B service in the United States, as 
a rule, was conducted by either 
privately owned power companies or 
by city-owned power plants and “bu- 
reaus.” Whenever a utility corporation 
was generally operated in the public 
interest, a community continued to be 
served by that corporation. When, oc- 
casionally, the management of a power 
company found its allegiance to favor 
its stockholders in conflict with the 
claimed rights of its consumers and 
employees, the citizens of the commu- 
nity concerned would go to the polls to 
decide the question. They either voted 
the private utility out of existence or 
gave it a vote of approval. More often, 
in the years prior to 1930, the trend 
went the other way, Local citizens de- 
cided to sell out their plant to a private 


*Author of business articles, resident of 
Desert Center, California, 


company purchaser because they felt 
they would get a better deal. 

Sometimes the question of munici- 
pal ownership of electric utilities be- 
came mixed up with a lot of other local 
political issues. Sometimes, office seek- 
ers found it practicable to capitalize on 
the electorate’s prejudice against some 
“power trust” or “utility empire” in 
order to float into office on the crest of 
such agitation. 

Thus it was that, for more than fifty 
years, there existed a democratic pref- 
erence for municipal ownership in cer- 
tain American municipalities. This 
functioned as a sort of balance wheel, 
to offset any trend toward autocratic 
monopoly of electric power generation 
and distribution. Or, to change the fig- 
ure slightly, it was an escape valve pro- 
tecting the public from any arbitrary 
abuses either by private companies or 
politically managed plants. The local 


287 MAR. 2, 1950 





PUBLIC UTILITIES FORTNIGHTLY 


electorate always saw there was an al- 
ternative, if necessary, to either public 
or private ownership at the municipal 
level. 


oo little more than two dec- 
ades, however, a third factor has 
been inserted into the ownership equa- 
tion. It is Federal power. Federal 
power has nothing to do with local po- 
litical problems nor the attitude of the 
citizens of a municipality toward any 
power company. The threat of munici- 
pal ownership had previously remained 
essentially a local issue—a restraint to 
prevent excesses by some particular 
power company. Federal power, on the 
other hand, does mot concern itself 
with either the virtues or the shortcom- 
ings of any power company manage- 
ment. Its plain intent in many areas is 
not to correct or regulate, but to de- 
stroy and replace. 

And it is only recently that some 
managers of city-owned power plants 
have come to understand that Federal 
power and municipal power may have 
increasing difficulty existing side by 
side, within a socialistic economy, In 
other words, it becomes increasingly 
evident that Federal power, if it is to 
follow its avowed program of expan- 
sion, must inevitably swallow up both 
the privately owned power companies 
and the municipally owned electric 
utilities—or reduce the latter to the 
status of economic vassals so as to 
make them, in effect, sub-bureaus of 
the Federal agency, as to rates, serv- 
ices, standards, and virtually all major 
policy matters. 

In the formative years of Federal 
power development, this situation was 
not in evidence. It is doubtful if a ma- 
jority of the Federal “planners” of the 
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early 1930’s had progressed to the 
point of disclosing any comprehensive 
program for nationalizing the power 
industry in the United States as it 
affects the municipal plants. 

During the years in which TVA was 
consolidating its position as the enter- 
ing wedge for Federal power within 
five of our forty-eight states, this Fed- 
eral bureau was forced to lean heavily 
on the municipal power bureaus already 
existing within our large cities. Ob- 
viously, no such program of socializa- 
tion could expect to receive support 
from the management of the privately 
owned electric utilities. Therefore, 
when engineering know-how and the 
benefit of managerial experience were 
sorely needed at Knoxville, TVA 
called, in a large measure, upon mu- 
nicipal ownership management for as- 
sistance. 


Piece cess thus sought was free- 
ly furnished to the Federal power 
agencies. There were no strings at- 
tached to such assistance. In the begin- 
ning it is not surprising that the city- 
owned utilities felt that their interests 
were more closely intertwined with 
Federal power than with the power 
company. Traditionally, the privately 
owned utility had always constituted 
the principal rival of municipal owner- 
ship, It was to be expected that the mu- 
nicipal power plant would welcome an 
alliance with a Federal organization 
which had for its objective the expan- 
sion of public ownership of our elec- 
tric utilities. 

In those early days of Federal power, 
codperation between TVA and the 
management of large city-owned power 
bureaus was even, to some extent, one- 
sided. TVA was in no position to re- 
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ciprocate with immediate assistance to 
the municipal power agencies. TVA 
was battling to survive. It needed help 
all along the line—political, legal, and 
technical. It acquired engineering tal- 
ent, accountants, and construction su- 
perintendents from the municipal plant 
organization. 

Since few important municipal 
plants originally existed within the im- 
mediate area to be served by TVA, the 
Federal power authorities were in no 
position to repay city-owned eisectric 
utilities with dirt-cheap power gen- 
erated at TVA dams. This came later, 
after the consummation of the “‘Lilien- 
thal-Willkie” purchase of Common- 
wealth & Southern properties, How- 
ever, in instances where the allocation 
of power from other dams (such as 
those along the Colorado river) had 
not already been taken care of, by legis- 
lative action, Federal power authori- 
ties were in a position to suggest that 
municipal plants would eventually get 
plenty of assistance—and they did, of 
a sort. 


On of the TVA area, however, 
the big municipal plants continued 
to follow the time-proved principle of 
building soundly and maintaining con- 
trol of their own purse strings. In Los 
Angeles, for example, the largest of all 
our municipal power bureaus went di- 


rectly to the people of that community 
with its request for an appropriation 
of $13,000,000 with which to build its 
first great transmission line, by which 
Hoover dam power could be success- 
fully utilized in Los Angeles industries. 
This petition of the power bureau was 
overwhelmingly approved by the elec- 
torate of Los Angeles—a community 
that contributed generously to any 
proposition that would enhance south- 
ern California’s supply of electric 
power and water. 

In Los Angeles, however, there next 
occurred an event which indicated a 
developing spirit of “get-it-at-Wash- 
ington.” Almost before the first high- 
tension line was completed, the general 
manager of the Los Angeles power bu- 
reau secured funds for the construction 
of an essential paralleling transmission 
line as a direct loan to the power bu- 
reau from a Federal agency This in- 
stance is noted, not in any spirit of 
criticism, but simply to designate the 
beginning of a new era in matters per- 
taining to electric utility ownership. By 
then, it had become much simpler to 
go to Washington and request a loan 
for expansion of city-owned electric 
utilities than to go to the people of the 
community concerned and obtain ap- 
proval of a municipal bond issue ear- 
marked for this purpose, This was the 
point at which local government began 


e 


“ .. for more than fifty years, there existed a democratic 
preference for municipal ownership in certain American 
municipalities. This functioned as a sort of balance wheel, 
to offset any trend toward autocratic monopoly of electric 
power generation and distribution. Or, to change the figure 
slightly, it was an. escape valve protecting the public from 
any arbitrary abuses either by private companies or politi- 


cally managed plants.” 
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to lose the first fringe of control over 
its affairs to Federal bureaus. 

This was the way in which Federal 
power began to “repay” municipal 
plants for their pioneering activities in 
the American field of public owner- 
ship. Federal power discovered, in the 
process, a remarkably easy method of 
securing an increasing leverage of con- 
trolling pressure over the destinies of 
the locally owned electric utilities. Fed- 
eral favors were always accompanied 
by Federal strings. Something vital 
went out of the local autonomy when 
the electorate of a community was no 
longer consulted in matters pertaining 
to the physical expansion of its power 
plant. Suggestions were made, and even 
plans were drawn in Washington. The 
voters were called in to ratify the re- 
sult. And in the lush days of PWA 
handouts, such approval was readily 
given in many cities—in return for the 
Federal loans and grants, 


Som idea of the effect of this in- 
creasing attention of the Federal 
government on the establishment and 
growth of municipal plants is shown in 
the following recapitulation taken from 
early “central station’ census figures 
and the more recent Federal Power 
Commission statistics. 

Municipal ownership of central elec- 
tric light and power stations first ap- 
peared in 1881 when one such company 
was organized. During the eighties, 
municipalities were loath to build 
plants and, as a result, nearly all elec- 
tric light and power establishments 
were constructed by private capital. 
Towards the end of 1889, however, 
small municipalities, believing thor- 
oughly in the benefits to be derived 
from central stations and yet unable to 
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induce private capital to furnish the 
necessary equipment, began to set up 
their own companies. 

This movement developed so rapidly 
that 815 municipal companies were in 
operation by 1902, the year of the first 
Federal census of electrical industries. 
Concerning the development of mu- 
nicipal ownership in the United States 
during the period 1881 to 1902, 
Thomas C. Martin, special United 
States agent, who compiled the text of 
the first census report, observed : 


The spread of the agitation for mu- 
nicipal ownership of public service en- 
terprises is illustrated in a somewhat 
striking manner. . . . Of the 815 mu- 
nicipal stations enumerated, only 68 
had been put in up to 1889. In that 
year, 40 were introduced, and, in 1895, 
the number of new stations reached 
73, increasing in 1898 to 82. The re- 
turns for 1902 indicate that the ratio 
was fully maintained in the census 
year. 


Thus the movement toward munici- 
pal ownership was fully maintained 
and going forward rapidly at the turn 
of the century. 


| gosepercian in 1902 and continuing 
at intervals of five years until 
1922, the Federal census of electrical 
industries showed more development 
of municipal ownership. The number 
of municipal systems advanced from 
815 in 1902 to a peak of 2,581 in the 
latter year, an increase of 216.7 per 
cent. 

After 1922, municipal ownership 
began to decline, as against the rapidly 
expanding privately owned electric 
utility industry. The U. S. census of 
electrical industries for 1927 showed a 
total of 2,198 municipal electric plants 
in the United States—as against 2,581 
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TAXES PAID IN NEBRASKA BY PUBLIC AND PRIVATE UTILITIES 
(Figures Obtained from 1948 Annual Reports) 


Three Hydro- 
Electric 
Public 
Power & 
TIrrig. 
Districts* 


Central 

Illinois 
Service Gas & Power & 
Co. of Electric Light 

Colorado Co. Co. 


Consumers Public Iowa 
Public 
Power 


District 


Utility Plant (Investment) .. 

Operating Revenue 

Net Income ‘Before Interest) 

Taxes (Including Federal) .. 
¢ Taxes to Utility Plant .... 

C. Taxes to Operating Revenue 3.2 3 

% Taxes to Net Income 


2,814, 510 
315, 677 


$43,575,399 $72, a 726 $109,718,387 
670,333 
i ‘01 443 


$37,703,755 $60,377,812 
10,902,299 15,984,381 
5,341,167 1,965,532 3,313,467 
11,642 6,480,650 1,582,758 3,281,783 
016 5.9 42 
.24 19.5 14.5 
1.07 121.3 80.5 


9,001 33,246,006 


*1. Loup River Public Power District. 2, Central Nebraska Power & Irrigation District. 
3. Platte Valley Public Power & Irrigation District, 





in 1922. Ten years later—according to 
the U. S. census of electrical indus- 
tries for 1937 there were only 1,860 
municipal electrical establishments in 
the United States. 

At this point we begin to see the 
effect of Federal financing and politi- 
cal encouragement for the establish- 
ment of municipal plants. The first 
“Directory of Electric Utilities in the 
United States” for 1941, issued by the 
Federal Power Commission, shows a 
total of 2,130 “municipal, county, state, 
and Federal-owned” utilities. Ad- 
mittedly this composite figure is not 
strictly comparable with the early cen- 
sus figures for municipal plants alone. 
But the 1948 (latest issue) “Directory 
of Electric and Gas Utilities in the 
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United States,”’ issued by the Federal 
Power Commission, shows a total of 
2,067 municipally owned electric utili- 
ties serving 2,316 communities. There 
were also listed separately 73 “state and 
federally owned” utilities (serving 
some 365 communities). 

So,- disregarding certain minor 
variations in classification, it would ap- 
pear that the number of municipal 
plants in this country rose steadily be- 
tween 1902—when there were 815— 
to a peak of 2,581 in 1922, Then under 
force of normal economic pressures, 
unaffected by interference from Fed- 
eral government, the number of mu- 
nicipal plants drifted down to a total of 
1,860, shown in the 1937 census, Since 
then they have increased to number 
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more than 2,000. The inference is clear 
here, however, without benefit of Fed- 
eral funds, and Federal policies which 
blocked the steady absorption of mu- 
nicipal plants by private companies— 
so pronounced prior to 1922—the num- 
ber of municipal plants might still be 
drifting lower! 


6 piece this would seem to indi- 
cate that the appearance of the 
Federal government in the municipal 
plant picture has been beneficial to mu- 
nicipal ownership. Certainly that is 
true, numerically. But from the stand- 
point of municipal control over its own 
plant, the advent of Federal interfer- 
ence is something else again. 

It was back in 1913 that the Federal 
government first—apparently acciden- 
tally and without much strategic, long- 
range planning—began to interfere 


with municipal policy over local utility 
operations, per se. It was a modest and 
local beginning—affecting only one 


city—San Francisco. That was the 
passage of the Raker Act, which au- 
thorized the city of San Francisco to 
construct the Hetch Hetchy dam and 
reservoir on Federal property. Remem- 
ber, this was a structure built by the 
city, with city funds, It received no fi- 
nancial assistance from the Federal 
government other than the permission 
to build on Federal lands and the neces- 
sary rights of ways for aqueducts, 
power lines, and so forth. 

But a fairly innocent provision in 
the Raker Act was destined to be a vir- 
tual precursor of public power policy, 
in its most aggressive and expansive 
form, as we know it today. This pro- 
vision permitted San Francisco the use 
of Hetch Hetchy water for municipal 
purposes ; but forbid the city to use any 
MAR. 2, 1950 


of the hydroelectric power generated 
at its own plant for “selling or letting 
to any corporation, or individual, ex- 
cept a municipality or a municipal 
water district or irrigation district.” 

Although San Francisco had filed 
application to build the Hetch Hetchy 
system in Yosemite National Park as 
early as 1901, and the Raker Act 
granting such permission was not 
signed by President Wilson until De- 
cember 19, 1913, Hetch Hetchy’s Moc- 
casin power plant was not ready to op- 
erate until 1925, The only outlet for 
power was Pacific Gas and Electric 
Company. Accordingly, an assignment 
or agency contract was agreed upon to 
permit the city to dispose of its power 
to the electric utility company, in ap- 
parent compliance with § 6 of the 
Raker Act. 

This agency agreement went un- 
questioned by the Federal government 
until 1935 when Secretary of Interior 
Ickes suddenly decided that the leasing 
arrangement with Pacific Gas and Elec- 
tric was a violation of law. After 
efforts by the city to please Ickes with 
various other substitutes, the Secretary 
of Interior got a Federal court injunc- 
tion directing San Francisco to termi- 
nate its lease with the utility company 
by October 1, 1940, This was sustained 
by the higher Federal courts. 

The significance of this San Fran- 
cisco story is twofold. One, the Federal 
government was out to ram municipal 
ownership down the throats of the peo- 
ple of San Francisco whether they 
liked it or not. The Raker Act was 
used as a crowbar to squeeze the city 
into the power business, Two, the idea 
that the Federal government could at- 
tach such a valid condition to any Fed- 
eral grant or concession (whether it be 
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land rights or money) was seized upon 
by the public ownership crowd in 
Washington as a model for establish- 
ing Federal domination over municipal 
plants, depending in any way on Fed- 
eral assistance or cooperation. 


T= result was that the “Raker re- 
striction” —against a municipality 
doing business with private utilities on 
a cooperative basis—became a fixed 
feature in various Federal contracts be- 
tween public power distributors and 
the Interior Department, the Tennessee 
Valley Authority, and in the rivers 
and harbors and flood-control acts of 
1944, 

Any municipality or other public 
agency leasing a wholesale supply of 
Federal power was forbidden to lease 
or sell to any other but a public agency. 

As far as San Francisco is con- 
cerned, the Raker Act, as enforced by 
Secretary Ickes, failed to browbeat the 
city into municipal ownership, The 
voters repeatedly spit it out—on no 
less than eight occasions. Some sort of 
an exchange arrangement was finally 
worked out to satisfy the Raker Act. 
sut to this day, as we shall presently 
see in the case of the Fort Randall dam 
controversy in South Dakota, the use 
of a Federal club to force municipali- 
ties into a Federal line is having its 
effect. 


Ww the establishment of the Ten- 
nessee Valley Authority a new 
phase of Federal domination over the 
municipal plants came into being. Here 
again, TVA occupied the role of a 
Federal producer of a wholesale sup- 
ply for municipal distribution plants in 
the TVA area. The TVA contract 
with these municipalities, however, 
contained not only a strict “Raker 
clause” against possible resale of such 
power to private utilities, but it also 
took away all control by the municipal 
plant officers over their own rates and 
revenues. TVA fixed the wholesale 
rates and then fixed the “retail” rates 
through its wholesale contracts. TVA 
also controlled the use of the revenues 
received by the municipalities from the 
retail sales of power from their own 
distribution plants, 

This brand of Federal interference 
was challenged by the little city of 
Lenoir, Tennessee, several years ago. 
Lenoir City has a municipal distribu- 
tion plant, receiving its wholesale sup- 
ply from the TVA under the usual 
TVA contract. But when the city 
found that it was making a little profit 
on its rates, it decided to apply such 
earnings to a reduction of its munici- 
pal bonds or other indebtedness. This 
was contrary to the contract with TVA 
which requires that such funds should 
be applied towards a reduction in rates. 


e 


“Ir was back in 1913 that the Federal government first— 
apparently accidentally and without much strategic, long- 
range planning—began to interfere with municipal policy 
over local utility operations, PER SE. It was a modest and 
local beginning—affecting only one city—San Francisco. 
That was the passage of the Raker Act, which authorized 
the city of San Francisco to construct the Hetch Hetchy 
dam and reservoir on Federal property.” 
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Lenoir City went to court in defi- 
ance of TVA, taking the position that 
the city had a right to use its own mu- 
nicipal plant earnings as it pleased, con- 
tract or no contract. It argued, among 
other things, that the inherent right 
of a municipality to use and dispose of 
its own properties could not be bar- 
tered away by contract. But such argu- 
ment was in vain and TVA was upheld 
in the courts. 

This means, of course, that similar 
rate controls can be and are being exer- 
cised by other Federal power agencies 
over wholesale municipal plant cus- 
tomers, Reclamation Bureau, Bonne- 
ville Power Administration, and 
Southwestern Power Administration 
can all validly use the availability of 
cheap wholesale Federal power supply 
as a basis for taking over a municipal 
plant’s rate controls. 


gu another phase of Federal domi- 
nation over municipal plant was 
ushered in with the Public Works Ad- 
ministration’s program of grants and 
loans in the late thirties. And that has 
to do with its effect on tax collections. 
In the state of Nebraska, private elec- 
tric utilities are about extinct because 
of the persuasive effect of PWA financ- 
ing for the public agencies which 
bought out all the companies in that 
state. 

And yet when the state of Nebraska 
considered, several years ago, the im- 
position of a tax on these public dis- 
tricts the Federal government appeared 
in the role of a bondholder to object. 
Federal attorneys argued that a state 
tax on the public districts in Nebraska 
would jeopardize the risk of the Fed- 
eral security. There were veiled hints 
that if the state went through with the 
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tax on its own districts, there might 
even be something in the nature of a 
Federal foreclosure. The result was 
that the state became frightened and 
backed away from taxing the public 
power districts on any basis similar to 
the comparable amounts paid by pri- 
vate utilities in Nebraska. (Cf, p. 291.) 

Another angle in this Nebraska ex- 
perience was the displacement of mu- 
nicipal plants by the public districts. 
Municipalities in that state find them- 
selves served by a -egional political 
agency not subject to state regulation 
—whereas in the ordinary course of 
events these municipalities might well 
be running their own municipal plants. 
The interfering factor, of course, was 
the Federal government which set the 
public districts up in business. 

Only a few weeks ago, the city coun- 
cil of McCook, Nebraska, home of the 
late Senator Norris, voted to hold a 
special election for the purpose of tak- 
ing over and establishing a municipal 
plant in place of the present services 
being rendered by the North Platte 
Public Power and Irrigation District. 


| papper domination along this line 
is even giving such old and well- 
established municipal plants as Seattle 
and Tacoma, Washington, something 
to think about. Federal encourage- 
ment of the county districts to buy up 
private utility properties in Washing- 
ton state is commonly looked upon as 
the first step towards promoting a rural 
public power rivalry that would give 
the city plants real difficulty if a fed- 
erally controlled Columbia Valley Au- 
thority is once established. Seattle and 
Tacoma both know that they can make 
a long-term deal with Federal power 
agencies only at the expense of losing 
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their own independent control and 
liberty of action. The municipal plant 
at Eugene, Oregon, found that out 
sometime ago, when it decided to build 
its own steam plant, 

Consider, finally, the activity of the 
Federal government in promoting 
rivalry between public power agencies 
in the various states. The new Federal 
plant at Fort Randall, South Dakota, 
will soon make available a large bloc 
of public power for wholesale supply. 
Of course the Federal government 
would never dream of selling this 
power on a “come-and-get-it, first- 
come-first-served” basis, which any pri- 
vate business corporation would adopt. 
That would be giving the Federal tax- 
payers too much of a break. Federal 
government must operate under its 
“public power preference” policy, and 
look around for public ownership cus- 
tomers. It so happens that South Da- 
kota is not a public ownership state. 
Nebraska is a public ownership state, 
as already noted. Thus, it appears that 
South Dakota, where the dam is lo- 
cated and whose lands are flooded by 
the reservoir to protect downstream 
states from flood damage on the Mis- 
souri, faces the threat of getting none 
of the South Dakota dam power at all. 


O* January 28th, Secretary of In- 
terior Chapman, in a speech at 
Grand Island, Nebraska, told the Ne- 
braska public power districts that if 
they would just hang together they 
could get virtually 100 per cent “pref- 
erence.” “I don’t see any reason why 
you people in Nebraska can’t get to- 
gether on this thing,” said Chapman. 
“Your groups are all preference cus- 
tomers.” 

But when the governor of South 
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Dakota proposed to set up a state pub- 
lic power authority so as to qualify as 
a “preference” customer, Secretary 
Chapman said in effect “nothing do- 
ing.” Chapman was too afraid that the 
South Dakota agencies might be con- 
templating the resale of some of this 
power to private utilities. That would 
go against the original Raker policy 
pattern. At this writing, South Dakota 
does not know what it will do. Its mu- 
nicipalities are under pressure either 
to set up hasty municipal plant organ- 
izations or throw open their services to 
some “district” or other group that 
would qualify as a “preference” cus- 
tomer, Failure to do this would risk 
losing forever the advantage of Fort 
Randall dam power—all generated in 
their own state. And yet if these mu- 
nicipalities do decide to go into busi- 
ness they must resign themselves to be- 
coming slaves of Federal domination 
as to rates, services, revenues, etc.—as 
in the case of Lenoir City, Tennessee. 


permasey, unless the management of 
a city-owned electric utility is hon- 
estly sold on the inevitability of world 
Socialism, it must look to local financ- 
ing and home rule as a foundation for 
any permanent municipal undertaking, 
as such. How can the Federal govern- 
ment, which preached the dangers of 
centralization in the field of private 
utility companies so successfully that 
Congress ordered the SEC to break up 
the holding companies in little pieces, 
now move so relentlessly in the oppo- 
site direction with respect to public 
power agencies? If bigness is a crime 
for private business, what makes it be- 
come desirable for the same kind of 
government business? Are the limita- 
tions and pitfalls of “absentee manage- 
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ment” so different under government 
control, as compared with private com- 
pany monopoly and abuse ? Or does the 
octopus turn into an angel by the sim- 
ple process of switching the mailing ad- 
dress from Wall Street to Washing- 
ton? 


SE Ber fate of recent departed munici- 

pal power plants in Great Britain 
gives the answer plainly enough. For 
decades, scores and scores of these 
British municipal power plants existed 
side by side with British private com- 
panies, Then the British Labor party, 
and later the British Labor govern- 
ment, began to feel sorry for these little 
“municipal undertakings’’—as they are 
called in England. Like the little oys- 
ters in “Alice in Wonderland,” they all 
disappeared into the common maw of 
British Socialism. There is a lesson 
here, surely, for municipal power 
plants in the United States. Private 
utilities can never hurt them. But 
against a rapidly expanded Federal So- 


cialism, they are just as defenseless as 
the private electric companies, in the 
long run. 

And what about the possibility of a 
reaction in this country against the 
present Federal trend towards Social- 
ism? How could this affect the munici- 
pal plants now tied like so many “‘satel- 
lites” to Federal apron strings ? If ever 
a countertrend sets in, the management 
of the local municipal plant would have 
everything to gain and nothing to lose 
by preserving its independence and 
breaking clean with Federal domina- 
tion. 

Any other course of action would 
cause the citizen voter to view Federal 
power and municipal ownership as but 
two sides of the same coin. If and when 
a reaction to the grandiose schemes of 
Federal centralization sets in, the city- 
owned electric utility must be in a posi- 
tion to prove its complete separation 
from, and active opposition to, any 
comprehensive plan to socialize Ameri- 
can industry. 





<4 —- made by the U. S. Chamber of Commerce had 


this to say about the electric power situation: ‘In two 


sections of the country, the Tennessee valley and the Pacific 
Northwest, public power has driven private capital out of new 
plant construction. These regions today find themselves right 
back in the lap of Congress, where they must plead their need 
for development, project by project, before appropriation com- 
mittees.... 

““When any region gives the government a monopoly of 
an essential service, or when it permits the threat of continuing 
socialization to prevent private development, it is simply asking 
for trouble. Its progress or lack of it then depends upon the 
whims of Congress, which may change drastically from session 
to session. It is placed in the position of a mendicant asking 
for alms... / 

““Public power’ is one way of depriving the public of power 
it would otherwise have! Power shortages seem to be by- 
products of political power monopolies.” 

—Excerpt from “Business Action,” published by the 
Chamber of Commerce of the United States. 
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Washington and the 
Utilities 


President's Tax Program 


— Truman’s tax proposals, as 
presented to Congress by Treasury 
Secretary John W. Snyder, offer little 
that is encouraging to the utilities—or to 
anyone else for that matter. Snyder’s 
presentation was carefully phrased to 
give an impression that the program was 
specifically designed to help small busi- 
ness and relieve the tax burdens of low 
income groups, through reduction of cer- 
tain excise taxes, while it recovered for 
the government approximately $1 billion 
in revenue, supposedly escaping through 
numerous “legal loopholes.” In addition 
to plugging of loopholes, the administra- 
tion asked that taxes on corporate earn- 
ings be raised from 38 per cent to 42 per 
cent to produce approximately $675,000,- 
000. This sum, Snyder said, would off- 
set about 75 per cent of the revenue to be 
lost through reduction of the excises. 

On careful analysis, Secretary Sny- 
der’s statement lends itself to a certain 
degree of political inference. He de- 
clared the Treasury Department, after 
careful study of needed tax revision, had 
arrived at a decision to recommend elimi- 
nation or reduction of those taxes which 
are most burdensome to the industries 
affected, which create most serious com- 
petitive problems, and “which fall with 
undue weight upon low income groups, 
and which impose barriers to investment 
and consumption.” 


Utilities Levies 


N the area of excise taxes upon com- 
munications, the administration would 
only reduce levies on long-distance tele- 
phone and telegraph tolls, retaining the 
15 per cent tax on local telephone service 
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which produces more than 50 per cent 
of the excise revenue from communica- 
tion sources. The industry needs no re- 
minder in these columns that small busi- 
nesses and the low income groups are 
heavy users of local telephone services. 
Other excises President Truman would 
keep, all of them affecting the public 
utilities as well as adding directly to the 
cost of living for the “common man,” in- 
clude those on electric, gas, and oil appli- 
ances; electric light bulbs; electrical 
energy ; and radios. In addition, the Presi- 
dent asks a new tax, 10 per cent on the 
manufacturer’s price of television sets. 


Other Tax Recommendations 


N the field of transportation, the pro- 
I gram calls for repeal of the 3 per cent 
tax on transportation of property, but 
would only reduce from 15 to 10 per cent 
the tax on transportation of persons—by 
rail, bus, air, etc—leaving business and 
the casual traveler burdened with an an- 
nual transportation tax of $150,000,000. 

Selecting a few isolated cases and 
fringes in the oil and gas industry, Secre- 
tary Snyder declared the present 27} per 
cent depletion allowance should be re- 
duced to 15 per cent. The petroleum in- 
dustry came back with the assertion that 
the fringe instances cited by the Secre- 
tary were not typical of the entire indus- 
try. To follow the President’s recom- 
mendation would weaken the industry’s 
ability to find and develop the gas and oil 
reserves on which the nation depends for 
its economic progress now and in the fu- 
ture, and for its security in time of war, 
industry spokesmen declared. Repre- 
sentative Hale Boggs (Democrat, Louisi- 
ana), himself a member of the tax-writ- 
ing Ways and Means Committee, was 
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quite critical of the administration’s pro- 
posals. 

Business operations for the profit of 
charitable, fraternal, and religious organ- 
izations—when competitive with private 
enterprise—should be taxed, the Secre- 
tary said, but he made no allusion to those 
highly competitive business ventures of 
cooperatives and certain labor unions. 
However, these are getting serious study 
by some members of the Ways and 
Means Committee as well as by the 
House-Senate Joint Committee on the 
Internal Revenue. 

This by no means constitutes a com- 
plete résumé of the administration’s tax 
program, but it does touch those portions 
of it directly affecting the utilities. 

v 
REA-Interior Alliance 


T has been apparent for some time 
that some of the faster thinking minds 


in the Department of Interior have 


worked out a rather clever plan to by- 
pass Congress—heretofore loath to ap- 
propriate funds for steam electric plants 


and get the steam plants anyhow. Im- 
plementation in the form of actual proof 
of the pudding was announced during the 
past fortnight. Whether it has been effec- 
tuated by direct ailiance or collaboration 
with the Rural Electrification Adminis- 
tration, or the latter is merely being used 
as a pawn of Interior, is not yet clear. 
However, the plan is working, but may 
yet have the whistle blown by a suspicious 
Congress. 

Creation of super co6peratives is the 
keystone of Interior’s plan, and two re- 
cent instances amply illustrate its opera- 
tion—a loan of $18,393,000 to the N. W. 
Electric Power Codperative, of Savan- 
nah, Missouri, and another loan of $12,- 
555,000 to the Western Electric Codp- 
erative, of Hollis, Oklahoma. Both are 
made up of REA-financed distribution 
cooperatives, and both are in areas now 
served by the Southwestern Power Ad- 
ministration. 

The N. W. Codperative will use the 
loan to build a 40,000-kilowatt steam 
generating plant in the vicinity of Mis- 
souri City, 257 miles of 154-kilovolt and 
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505 miles of 69-kilovolt transmission 
lines, and related substations and switch- 
ing facilities. The N. W. system will tie 
in with that of the Southwestern Power 
Administration which has contracted with 
the super codperative to purchase the en- 
tire output of the plant and to rent and 
operate the major portion of the 154-kilo- 
volt lines for a period of forty years. In 
return, Southwestern Power Adminis- 
tration, marketing agency for such public 
power developments as the Bull Shoals 
and Norfork dams in Arkansas and the 
Denison dam in Texas, will sell up to 
40,000 kilowatts of power to the new co- 
Operative at its schedule “A” rates. In 
this way, Southwestern gets a steam plant 
in its grid without bothering to ask an 
appropriation from a Congress that thus 
far has not been too friendly to the idea 
of government-built steam plants. The 
Western Electric Codperative will builda 
30,000-kilowatt steam generating plant 
near Anadarko, 877 miles of 69-kilovolt 
transmission lines, and 13 new substa- 
tions. This system also will tie in with 
that of the Southwestern Power Admin- 
istration under contracts similar to those 
made with the N. W. Electric Power 
Codéperative, again by-passing Congress 
in the matter of approval of and appro- 
priation for a steam generating plant. 


N the meanwhile, Representative Boyd 

Tackett (Democrat, Arkansas), see- 
ing the move as one to circumvent Con- 
gress and bring about nationalization of 
the electric power industry, has intro- 
duced a bill (HR 6782) which would re- 
quire congressional approval of loans to 
super cooperatives. Commenting on his 
proposed legislation, Representative 
Tackett declared that REA should stick 
to its primary responsibility of getting 
electricity to unserved rural persons, 
rather than play stooge for the “socialistic 
plotters” of the Interior Department. 
Senator Elmer Thomas (Democrat, 
Oklahoma), an advocate of a uniform 
Federal power policy, has introduced a 
Senate measure, identical with Mr. 
Tackett’s. 

That Interior may be cutting pretty 
sharp corners can find a certain amount 
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of substantiation in the fact that during 
the same period Southwestern Power 
Administration was negotiating the two 
described contracts, it was also going 
through the motions of negotiating con- 
tracts with a private utility within its area 
of service, modeled along lines similar to 
its contract with the Texas Power & 
Light Company. 
> 


Mystery Begins to Clear 


T now seems that the President’s new- 

ly created Water Resources Policy 
Commission may be chosen to “call the 
signals” on water resources development 
activities of the Department of the In- 
terior and the Army Engineers. Support- 
ing this thesis is the recent action of the 
House Public Lands Committee in de- 
ferring action on HR 1770 until such 
time as the new commission has studied 
itand makes a recommendation to Con- 
gress. 

If HR 1770 is enacted, it would liberal- 
ize terms of reclamation contracts gen- 
erally, and give to the Secretary of In- 
terior the responsibility of “authorizing” 
new projects—subject only to subsequent 
congressional appropriation of necessary 
funds. The so-called “findings” which 
the Secretary of Interior would be re- 
quired to make under such circumstances, 
roughly follow the general outline of the 
functions given the new commission in 
the presidential order which created it. 

For some weeks, reticent about its 
plans and intentions, the commission now 
states that it proposes to study “all” water 
problems of the nation, including those 
of flood control, inland navigation, hydro- 
electric development, pollution abate- 
ment, salinity control, municipal and in- 
dustrial water supplies, with side excur- 
sions into the fields of natural gas, petro- 
leum, and solid fuels. Commission Secre- 
tary Leland Olds informally explained 
these side ventures as necessary because 
development of synthetic liquid and 
gaseous fuels from shale will require vast 
quantities of water. 

_Up to the present time, the commis- 
sion is without statutory authority, but 
it is recalled that Rural Electrification 
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Administration, like the new commis- 
sion, was originally created by presiden- 
tial order and a year later it was con- 
firmed by statutory action. 


¥ 


Natural Gas in Congress 


HERE appears a possibility that the 

Kerr Bill (S 1498), to amend the 
Natural Gas Act, may get early Senate 
action and final White House approval. 
Already approved by the House in slight- 
ly different form, Kerr’s bill would ex- 
empt independent producers and gather- 
ers of natural gas from Federal Power 
Commission jurisdiction. Senator Kerr 
(Democrat, Oklahoma ), heretofore hesi- 
tant to push his bill in the face of an 
indicated presidential veto, now has writ- 
ten a face-saving compromise believed to 
be satisfactory to the President. 

Recently, with the joint sponsorship 
of his senior colleague, Senator Thomas 
(Democrat), Kerr introduced a substi- 
tute to be offered as an amendment when 
the Senate takes up his own bill. There 
is little change, as compared with the 
original bill reported by the Senate In- 
terstate Commerce Committee, other than 
the addition of a “watch-dog clause” di- 
recting the Federal Power Commission 
to keep an eye on natural gas producers 
to be sure that no monopolistic combina- 
tions develop to interfere with competi- 
tive gas prices. In the event the commis- 
sion finds such a thing is happening, it 
would be required to report the facts to 
the President and Congress. In reality, 
this gives the commission no more polic- 
ing authority than it now has. However, 
reports are current that Senator Kerr has 
thus swept away roadblocks which the 
administration placed against the bill in 
the Senate. 

The Crosser Bill (HR 5306), to give 
the Federal Power Commission jurisdic- 
tion over security issues by natural gas 
companies, may remain with a House [n- 
terstate Commerce subcommittee, headed 
by Representative Harris (Democrat, 
Arkansas), for an indefinite length of 
time, even to the end of the session, with- 
out action one way or the other. 
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Exchange Calls 


Small Phone Tax Cut 


HERE is some disappointment in 

Congress over the meager reduc- 
tions in excise taxes proposed by the 
Treasury Department to the House Ways 
and Means Committee. Treasury Secre- 
tary Snyder suggested a cut in the 25 
per cent tax on long-distance telephone 
and telegraph messages to 15 per cent, 
but no cut whatever in the 15 per cent 
tax on monthly telephone bills. He also 
proposed a cut in passenger fare taxes 
(plane, train, bus, etc.) from 15 per cent 
to 10 per cent and wiping out of the 3 
per cent freight transportation tax. 

Several committee members, led by 
Representative Eberharter (Democrat, 
Pennsylvania), are planning to fight for 
a cut, by as much as a half, in the present 
15 per cent tax on monthly telephone 
bills. 

They feel that small business and 
residential subscribers have as much 
right to tax relief as the users of long- 
distance communication services. A more 
conservative guess among political dope- 
sters is that Congress will finally cut the 
monthly telephone bill tax from 15 to 10 
per cent. 

The Truman administration also asked 
Congress to tax television sets 10 per 
cent, cut other sales taxes, and increase 
top corporation income levies in an over- 
haul of revenue laws figured to raise 
Treasury income $1 billion a year. 

Treasury Secretary Snyder took the 
administration’s extensive program to 
Capitol Hill, where he immediately 
bumped into strong demands that heavier 
slashes be made in the sales and other 
Federal excise taxes. From _ business 
circles also came cries that the reductions 
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And Gossip 


proposed were not enough for business 
health. 
* 


Bell Advertising Irks CWA 


HE Communications Workers of 

America has asked the Federal Com- 
munications Commission and forty-eight 
state regulatory bodies to investigate the 
wave of “antiunion advertising” being 
placed in daily newspapers throughout 
the country. 

CWA-CIO, currently in dispute with 
the Bell system over wage increases and 
other contract matters, asked the rate- 
making bodies to rule on whether this 
advertising is a “properly allowable op- 
erating expense to be paid for by the 
phone-using public.” 

Writing to the state commissions, 


CWA President Joseph A. Beirne said: 


We are not asking the commissions 
to decide the strike issue. Nor are we 
asking them to decide whether the ad 
copy presents a correct picture of the 
facts. 

Weare, though, asking that you rule 
on whether advertising aimed specifi- 
cally at prevention of wage improve- 
ment in the telephone industry is a 
properly allowable operating expense 
to be paid for by the telephone-using 
public. 

Telephone companies across the 
country have obtained annual rate in- 
creases since the end of the war total- 
ing $348,000,000. A number of cases 
still are pending and Leroy Wilson, 
AT&T president, has announced that 
further requests will be made. 

It is high time state and Federal 
rate-making bodies called a halt to the 
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EXCHANGE CALLS AND GOSSIP 


Bell system’s campaign to jack up 
rates, while at the same time they spen 
much of the money they get from the 
public in higher rates on a high-pres- 
sure advertising campaign. 


The last-minute delay in the threatened 
telephone strike was more or less ex- 
pected in Washington. It explains one of 
the puzzling aspects of the earlier pro- 
fessed decision by the CIO Communica- 
tions Workers of America to call a strike 
when less than a third of its membership 
was in a position (because of unexpired 
contracts ) to walk out. It is now believed 
that the earlier call was in the nature of 
a general “alert.” CWA will be able to 
muster its full strength for a national 
strike not earlier than March Ist. 

So, it would not be surprising if the 
strike deadline, February 24th, were 
again extended by CWA. President Tru- 
man may intervene when the strike again 
becomes imminent. Union leaders com- 
monly regard such extensions as good 
tactics in bidding for public sympathy 
for strike support. 


Ox complication for the national tele- 
phone strike is causing some con- 
cern to CWA. It is the existence of sev- 
eral state laws prohibiting utility strikes, 
without recourse to state mediation ma- 
chinery. Such laws now exist in New 
Jersey, Virginia, Wisconsin, Florida, and 
elsewhere, depending upon local inter- 
pretation. 

If CWA chooses to disregard these 
state laws, and pulls the telephone work- 
ers off the job in those states, as part of 
a national strike effort, a series of state 
court actions would commence. Such 
procedure might well result in confirm- 
ing the validity of state antistrike laws— 
a result which neither CWA nor CIO 
wants. 

So far, the position of CWA seems 
to be that a national telephone strike is 
an interstate commerce proposition, be- 
yond the power of state law to interfere. 
But as a precautionary measure, CWA 
may decide not to pull out the workers 
in some states where utility antistrike 
laws exist. 
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FCC OK’s Phonevision Tests 


SCORCHING dissent by Commissioner 
Edward M. Webster failed to deter 
the Federal Communications Commis- 
sion from approving a 90-day test run 
of “phonevision” experiments over sta- 
tion KS2XBS, Chicago, Illinois. The 
commission’s ruling (5 to 1) authorized 
Zenith Radio Corporation to conduct 
subscription television at a charge of $1 
per program to 300 “test” subscribers— 
without further hearing by the FCC. 

The FCC found that “phonevision” is 
a subscription (paid) television technique 
whereby a scrambled program is sent out 
partly by air and partly by telephone 
wires to the paid subscriber. This sub- 
scriber may obtain (through a technical 
device in the receiving set) a clear and 
unscrambled reception of this program 
upon request to the telephone operator. 

Three hundred families in the Chicago 
area will get a chance to see first-run mo- 
tion pictures at home on their television 
sets as a result of the FCC’s authoriza- 
tion. The commission reversed its pre- 
vious stand by giving Zenith permission 
to find out if the public wants “pay-as- 
you-see” programs—without the formal- 
ity of an earlier hearing or finding by the 
commission. 

Commissioner Webster dissented on 
four grounds: (1) He said it was the 
first step towards the introduction of 
subscription (paid) television and radio 
in the American system of broadcasting, 
and should not be lightly undertaken— 
even on such a limited basis—without full 
and deliberate FCC consideration. (2) 
If the FCC should authorize subscrip- 
tion television and it proves profitable, 
every television station in the country 
“will be pounding on the commission’s 
door” for the issuance of such “franchises 
or the rates charged therefore.” (3) 
Zenith should not be permitted to con- 
duct experimentation looking forward to 
the development of a new service in the 
regularly assigned television broadcast- 
ing band because it interferes with order- 
ly planning and allocation of frequencies 
and places the commission under the pres- 
sure of an “accomplished fact.” (4) It 
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is reasonable to expect that the limitations 
for a 90-day test period for 300 subscrib- 
ers will only be a start, and that efforts 
will be made to extend the time and 
broaden the scope. 


eS Jones, who originally 
voted against the experiment with- 
out hearing, wrote a brief concurring 
opinion in which he said he still had con- 
siderable doubt about the situation. But 
he believed that the 90-day period af- 
forded a sufficient limitation to guard 
against the experiment getting out of 
hand. He thought the Zenith Radio Cor- 
poration was entitled to that much of a 
chance to show what it could do by way 
of appealing to public approval for its 
proposed specialized television service. 

A brief concurring opinion by Com- 
missioner Hennock fully endorsed the 
motion of Zenith Radio Corporation and 
referred to the Communications Act as 
requiring the commission to “encourage” 
new developments. 


¥ 


AT&T Approaches Millionth 
Stockholder 


pes 940,000 people — the greatest 
number ever to own any private en- 
terprise in the world — today are stock- 
holders of the American Telephone and 
Telegraph Company. 

The new all-time high means that 
about one family in fifty in the United 
States now holds AT&T stock, the com- 
pany announced recently. 

More than 175,000 of them are em- 
ployees of the AT&T Company and its 
subsidiaries which collectively comprise 
the Bell system. Stock certificates were 
being mailed to over 150,000 employees 
who have purchased stock through 
monthly payroll allotments begun in De- 
cember, 1947, under the Employees Stock 
Plan. 

“Tt is the faith of the company’s owners 
—old and new—that has enabled the 
company to grow and keep pace with the 
public’s demand for more and better tele- 
phone service,” asserted Leroy A. Wil- 
son, president. “The people who own 
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this business are a true cross section of 
America. They live in every state in the 
nation. Their AT&T stock in many cases 
constitutes most or all of their savings, 
A large number of them, past experience 
indicates, bought the stock ‘for keeps,’ 
with confidence in the business and with 
the belief that regulatory authorities will 
approve telephone rates adequate to as- 
sure a fair and stable return on their 
investment. More than 350,000 of them 
have been telephone stockholders for ten 
years or longer. 

“The telephone industry is young and 
still growing,” Mr. Wilson continued, 
“and the market for telephone service is 
far from saturated. The industry’s abil- 
ity to meet its obligations to the public 
depends on earnings sufficient to protect 
present stockholders and attract new 
ones—people who are willing to invest 
their personal savings to help keep this 
country’s telephone service the best in 
the world.” 

The company pointed out that most of 
its owners are small stockholders—about 
one-third of them own five shares each 
or less. The average holding, including 
institutions which themselves represent 
thousands of individuals, is less than 30 
shares. 

No stockholder owns as much as one- 
half of one per cent of the total outstand- 
ing stock. » 


Streetcar Radio Still Buzzing 


1 radio in the nation’s capital, 
already threatened with court op- 
position by the so-called Transit Rider’s 
Association, is now faced with further op- 
position in the form of prohibitive legis- 
lation. Representative Walter Norblad 
(Republican, Oregon), himself a user of 
public transit facilities, has introduced a 
bill (HR 7150) which would ban com- 
mercial radio broadcasts on busses and 
streetcars operating in the District of 
Columbia, and impose a fine of $1,000 a 
day for each day of violation. 

The Oregonian told newsmen commer- 
cial radio aboard transit system vehicles 
is violative of the privacy of “helpless” 
passengers. 
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Financial News 
and Comment 


By OWEN ELY 


Review of Progress with Holding 
Company Dissolution Program 


| preg progress has occurred on 
i the far-flung front of the holding 
company dissolution program since the 
last quarterly review in this department 
(November 24th, pages 722-725). The 
following is an alphabetical summary of 
the recent status of individual systems: 

American & Foreign Power finally 
obtained about $15,000,000 cash through 
the reshuffling of Cuban Electric Com- 
pany securities, in a deal with Electric 
Bond and Share. However, the New 
York banks making the loan collateral- 
ized by Cuban Electric securities re- 
quired a dividend restriction—so that if 
dividends should be resumed on the pre- 
ferred stock, the company will have to 
pay 50 per cent of the amount toward 
the bank loan. Thus it appears rather 
unlikely that these dividends will be re- 
sumed over the near term. The question 
of a new recapitalization plan has been 
discussed informally with the SEC and 
with stockholder interests, but no tangi- 
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ble pian has been developed thus far. 
System earnings showed substantial 
gains up to several months ago, but some 
irregularity developed later; the 1949 
annual report should make a _ good 
showing. 

American Power & Light. The final 
plan was described in the previous re- 
view. After some delay accounted for by 
tax problems, distribution of the new 
securities was set for February [5th. 
Sale of Pacific Power & Light was hur- 
riedly consummated early in February, in 
order to meet a favorable tax deadline 
one week before the distribution date. 
(See February 16th issue, page 240). 
Trading in the stocks of the subsidiaries 
has been quite active, with strength in 
Texas Utilities and American Power & 
Light new, the latter having appreciated 
about 50 per cent since the initial trad- 
ing. The sale of Pacific Power & Light 
after some spirited bidding by competing 
banking groups has apparently raised 
hopes that the larger subsidiary, Wash- 
ington Water Power, can be disposed of 
for more than its book value, by sale to 
public power districts. 


RKANSAS NATURAL Gas on January 
26th filed a plan with the SEC for 
separation of its utility properties from 
the oil and gas production-distribution 
facilities. Arkansas-Louisiana Gas (a 
subsidiary) would take over the gas dis- 
tribution pipeline and ancillary gas pro- 
duction properties, while Arkansas Nat- 
ural Gas (a new company) would 
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acquire the production and marketing fa- 
cilities, including Arkansas Fuel Oil 
Company. Under the plan each share of 
Arkansas Natural Gas A and common 
stocks would be exchanged for one share 
of common of each of the newly formed 
operating companies ; the 6 per cent pre- 
ferred would receive new 3} per cent pre- 
ferred in the amount of $10.60 par value, 
for each share of present preferred (par 
$10). 

A committee has been formed by 
Samuel Brier,'C. Perry King, and 
Herbert H. Lederman to solicit support 
of other class A stockholders in opposi- 
tion to the plan. Percival E. Jackson, 
counsel for the committee, maintains that 
the class A stockholders have large claims 
against Cities Service Company and the 
Benedum-Trees interests, principal hold- 
ers of the common stock, and that their 
holdings should not be accorded equal 
treatment with those of the public hold- 
ers. Under the proposed split of Arkansas 
Natural Gas, Cities Service would ac- 
quire 51 per cent of the common stock 
of each new firm, but would have to sell 
to the public its interests in the utility 
company. 


yw Pustic Utitity. A new 
committee has been formed to rep- 
resent debenture holders, composed of 
N. M. Hammerling, chairman, Harold 
Barnett, secretary, and W. F. Knorr; 
Nemerov & Shapiro of New York and 
H. B. Lipsius of Philadelphia are coun- 
sel. The committee is opposing the com- 
pany’s plan because it wishes to retain 
present large tax savings as long as pos- 
sible, and+these will be largely dissipated 
when the debentures are retired. The 
committee proposes issuing new bonds 
and new stock in place of the existing 
income bonds. It may also question the 
sale of subsidiary stocks if the sale seems 
detrimental to the interests of bondhold- 
ers. The company on October 25th filed 
with the SEC an outline of a plan, with 
the understanding that amendments 
would be filed from time to time to define 
procedure more exactly. The plan pro- 
vided for merger of the three holding 
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companies (Consolidated Electric & 
Gas, Central Public Utility, and Islands 
Gas & Electric). Eventually common 
stock would be issued in exchange for 
the CPU debentures. 

Central States Electric Corporation, 
An amended plan of reorganization was 
filed with the U. S. District Court at 
Richmond by the Kelly committee, rep- 
resenting the 6 per cent preferred stock. 
The committee recommends that the 5 
per cent debentures be paid off in full, 
with interest; that the debenture 54s. be 
paid all the arrears of interest, and that 
the reorganized company either buy or 
call $1,000,000 face amount of the bonds 
each year commencing April 1, 1951. 
The 7 per cent preferred stock would re- 
main undisturbed; and holders of the 
junior preferred stocks would receive 
rights to buy 8 shares of new common 
stock plus $14 of new 4} per cent junior 
income debentures at a combined unit 
price of 18. Holders of the old common 
stock would have the right to exchange 
each five shares for one new common 
share and $1.75 face amount of new 
debentures. 

On December 20th the SEC filed an 
advisory report with the district court 
urging approval of the trustees’ plan with 
certain modifications. Central States 
would be merged with Blue Ridge (form- 
ing an open-end trust) while American 
Cities would be liquidated. Debenture 
holders would be given new stock, plus 
interest and a premium not less than 5 
per cent of their claims (as compensa- 
tion for loss of position, etc.). The 7 per 
cent preferred would be given new stock 
in an amount equal to the value of the 
remaining assets. In the event there were 
assets left over after meeting the senior 
stockholders’ claim, holders of the 6 per 
cent preferred might receive something. 


er Service Company completed 
A its sale of Ohio Public Service com- 
mon stock to Ohio Edison. Sale of 
Toledo Edison and integration of the 
Arkansas Natural Gas system are the 
principal remaining steps to effect com- 
pliance with the Holding Company Act. 
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Eastern Utilities Associates. A Bos- 
ton committee headed by R. P. Cromwell 
has been formed to represent common 
stockholders in the reorganization pro- 
ceedings before the SEC. The commit- 
tee will urge that, in any plan, the $2 
dividend preference of the common stock 
should be given primary consideration. 

Federal Water & Gas. On January 
14th Federal Judge Leahy at Wilming- 
ton signed the formal order enforcing 
the dissolution plan. The judge denied 
the claims of C. T. Chenery and asso- 
ciates for about $2,300,000. The Chenery 
claims have been traveling from one 
Federal court to another for some years, 
and another appeal is considered possible. 
The New York Water Service claim may 
also be appealed. 

General Public Utilities recently 
agreed to sell the entire common stock 
of Staten Island Edison to Consolidated 
Edison for a base price of about $10,- 
700,000, thus disposing of its last New 
York state subsidiary. Remaining sub- 
sidiaries in Pennsylvania and New 
Jersey are fully interconnected and inte- 
grated, with the exception of Northern 
Pennsylvania Power (revenues only 
about $4,000,000). It is conjectured that 
the electric properties in the Philippine 
Islands (Manila Electric, etc.) may 
eventually be distributed to stockholders 
of GPU if an advantageous sale cannot 
be developed. 

International Hydro Electric. The 
proposal to retire the debenture bonds 
(the face value of which has been reduced 
40 per cent) has been approved by the 
Federal court. This involves sale of 
about $5,000,000 stock of Gatineau 
Power and raising a $10,000,000 bank 
loan. The company has retained First 
Boston Corp. to aid in the sale of Gati- 
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No. Shares Common 


neau, and possibly give further aid in 
connection with eventual dissolution. The 
SEC has not yet considered the next step 
in Trustee Brickley’s plan; namely, the 
issuance of 2,000,000 liquidating certifi- 
cates, which he proposes to distribute in 
the ratio of 8 to each share of preferred 
stock and 1 to each share of A stock, 
It seems probable that the Todd com- 
mittee representing the class A stock 
will oppose the plan when it comes up 
for consideration. Accordingly, final dis- 
solution does not appear imminent. 


) pes IsLAND LiGHTING’s plan was 
approved on November 17th by the 
SEC, by the New York state commission 
(tentatively) on January 27th, and by 
a Federal court February 10th. The SEC 
on November 2nd had stipulated certain 
changes in the plan, which the company 
adopted. Under the final plan the new 
common stock of the merged company 
will be distributed as shown below. 

The old 7 per cent preferred stock is 
currently selling around 131 which 
would make the corresponding “when- 
distributed” price of the new common 
stock about 12}. In the calendar year 
1949 the company earned $1.14 per 
share (pro forma) on the 3,149,697 com- 
mon shares to be outstanding under the 
plan, compared with 88 cents in the 
previous year. Dividend policy has not 
yet been announced, but if the new stock 
pays 80 cents (70 per cent of earnings), 
the yield would approximate 6.4 per cent. 
With a 75-cent rate the yield would be 
6 per cent and with a 70-cent dividend, 
5.6 per cent. 

No recent progress has been reported 
with Consolidated Edison’s proposal to 
acquire a substantial interest in Long 
Island Lighting through an exchange 
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offer of its convertible debentures for the 
new common stock. There seems to be 
some doubt whether Edison would be 
allowed by the New York Public Service 
Commission to carry its investment at 
the cost figure, under this proposal, and 
hence the deal (still before the SEC 
awaiting approval) may not materialize. 
Edison is now making a contract with 
General Public Utilities to buy Staten 
Island Edison. 


re West CorporaTION has filed 
a plan with the SEC for eventual 
liquidation. Middle West proposes to 
pay a liquidating dividend of $2.25 in 
cash, principally out of the proceeds of 
sale of the Canadian properties, made in 
December. Since both SEC and court 
approval will be sought, a few weeks may 
be required to clear the way for this pay- 
ment. In order to receive the payment, 
stock certificates will be turned in for 
cancellation. The small remaining assets 
will be gradually liquidated, and minor 
remaining claims taken care of, probably 
by December, 1951, after which date a 
final cash payment will be mailed to 
stockholders of record. On the basis off 
present available information it is im- 
possible to determine the value of re- 
maining assets, but it is estimated that 
the final payment might be in the range 
of 50-75 cents. The stock is currently 
being traded at 28-11/16. (The quotation 
has remained unchanged for some days. ) 

New England Public Service. The 
company is still slow to dispose of its 
holdings in its three New England utility 
subsidiaries in order to pay off its bank 
loan, or to form a plan for allocation of 
remaining holdings between the plain 
preferred and common stocks. The ques- 
tion of paying the call premiums on the 
prior preference stocks (retired some- 
time ago at par and dividend arrears) 
has not yet been settled, although the 
present bid prices for the stubs indicate 
little doubt in the Street that they will 
receive virtually all of their claim. A new 
committee representing the comon stock 
was recently formed, consisting of David 
J. Greene, chairman, W. H. Steiner, and 
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Frank Wolfe. The secretary is Morton 
J. Klank, 325 West Seymour street, 
Philadelphia. The committee intends to 
act vigorously to oppose payment of 
premiums on the prior preference stocks, 
as well as to claim an adequate allocation 
of assets for the common stock. 
: ay 
poy Hupson Power. The new 
stock of the merged subsidiary, 
Niagara Mohawk Power, has now been 
listed on the New York Stock Exchange 
and has advanced to 234, or about a 6 
per cent basis based on the indicated 
$1.40 dividend rate. The new company 
earned $1.94 on its common stock in 
1949. Common stockholders of Niagara 
Hudson Power have the option of making 
a contribution of $1 and receiving 78/100 
share of Mohawk immediately; or they 
can retain their Niagara Hudson (with- 
out dividends) until around the year end 
or early 1951, when the Mohawk stock 
will be delivered “free.” Tax considera- 
tions may govern the choice. 

North American Company. Wall 
Street houses now estimate the break-up 
value of North American around 24-5, 
in view of the sharp improvement in the 
earnings of Union Electric of Missouri, 
the principal remaining asset. However, 
there is no official indication that the 
holding company will be dissolved. 

Northern New England Power. The 
company owns about 12 shares of New 
England Public Service for each share 
of its own stock outstanding. There 
would seem to be little reason for keep- 
ing the small holding company alive. The 
Greene committee mentioned above also 
represents stockholders of this company, 
as wellas NEPSCO common. 

Philadelphia Company. There have 
been no important developments since 
our last review, except for some Wall 
Street analyses which have contained 
optimistic estimates of the company’s 
break-up value. These estimates were 
largely based on forecasts of sharply in- 
creased earnings power for Duquesne 
Light over the next year or so, though 
earlier estimates of 1949 figures have now 
been scaled down. The SEC has not yet 
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acted on the company’s modified plan of 
recapitalization. 


TANDARD Gas & ELEcTRIC on January 
19th announced that it might sell 
either all the common stock of Wisconsin 
Public Service Corporation, or all the 
common of Equitable Gas Company. The 
latter company, under a plan filed with 
the SEC sometime ago, is to acquire con- 
trol of all of Philadelphia Company’s gas 
properties. Decision as to which stock will 
be sold seems to depend largely on tax 
factors which are being studied. Proceeds 
will be used to retire senior securities of 
Philadelphia Company; if Wisconsin 
should be sold, the money will be passed 
along by Standard Gas to Philadelphia 
Company as an advance. 

Standard Power & Light. No defi- 
nite move has been made to liquidate 
the inactive top holding company, and 
this may await liquidation of Standard 
Gas & Electric. An analysis of the 1949 
balance sheet indicates that the preferred 
stock could conceivably receive its entire 
claim (about $214 per share including 
the $10 call premium). The break-up 
value of the common stock seems, how- 
ever, largely dependent on eventual par- 
ticipation of Standard Gas common in 
the distribution of assets of that company. 
Standard Gas common would appear to 
be amply priced around 6} unless it re- 
ceives more than nominal participation. 

United Corporation on November 
16th filed a comprehensive plan with the 
SEC to transform itself into an invest- 
ment company. The company proposes 
to sell its interest in South Jersey Gas, 
its holdings of Niagara Mohawk class A, 
and also a part of the common stock of 
that company. (It has exchanged its 
Niagara Hudson for Niagara Mohawk. ) 
With these sales effected it will no longer 
hold “statutory” control (10 per cent or 
over) of any utility company. However, 
to obviate any question of affiliation, the 
company proposes to escrow a substantial 
part of the remaining holdings of Niagara 
Mohawk, Columbia Gas, and United Gas 
Improvement, so as to reduce holdings 
(other than escrowed stock) to less than 


5 per cent in each case. The escrowed 
stocks would be sold at some later date, 
when desirable for the purpose of facili- 
tating continud payment of tax-free divi- 
dends on United Corporation stock. 

It is also proposed to exchange the 
present United warrants for new ones 
on the basis of five old for one new. The 
new warrant will give the owner the right 
to purchase one share of United at any 
time within five years at $7 a share. (The 
old warrants had no time limit, but the 
option price was 274.) The old warrants 
currently sell around 4. 


NITED Licnut & Rattways. The final 
dissolution plan was approved by 
the SEC January 11th and trading was 
initiated in three of the four subsidiary 
company common stocks. (Trading in 
Kansas City Power & Light was de- 
ferred, since the stock will be registered 
with the SEC in connection with the 
offering of subscription rights to United 
Light stockholders at $12 a share.) After 
a pending stockholders’ meeting of Con- 
tinental Gas & Electric, the subholding 
company, the stock of St. Joseph Light 
& Power will be distributed to common 
stockholders of United Light; the sub- 
scription offering of Kansas City appears 
scheduled for March, and distribution of 
Iowa-IIlinois Gas & Electric and Iowa 
Power & Light will probably be effected 
by June. United Light is currently sell- 
ing around 41, reflecting about an aver- 
age 6 per cent return based on anticipated 
dividend payments on the four subsidiary 
stocks. The new stocks (with the possible 
exception of St. Joseph) are considered 
high-grade equities so far as their balance 
sheet status is concerned. 

West Penn Electric. The company 
has virtually completed its program to 
conform with the Holding Company Act, 
and now becomes one of the “integrated 
holding companies.” Current interest 
in the stock centers around the question 
of possible increase in the $1.80 dividend 
rate—which seems a little questionable 
at a time when the system’s operations 
are affected by the coal strike and the 
accompanying decline in industrial opera- 
tions in its territory. 
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Correction—Public Power 

In the February 2nd issue, page 176, 
in a discussion of public power, reference 
was made to an address by B. H. Greene, 
regional engineer of the Federal Power 
Commission in Chicago, in which he esti- 
mated that the Missouri valley would 
need some 9,700,000-kilowatt electric 
capacity by 1970. It was also indi- 
cated that Mr. Greene had stated that 
private power would not provide the 
needed increase in capacity. Our brief 
reference to Mr. Greene’s talk was based 


on incomplete press reports. We now 


‘have the complete text of his address, 


and find that our statement was incorrect, 
since Mr. Greene gave no opinion or con- 
clusion as to whether the valley’s 1970 
needs would be met by either public 
or private construction of generating 
capacity over the next twenty years. 
Mr. Greene’s statement was made in 
an address before the Missouri Basin In- 
ter-Agency Committee meeting at Oma- 
ha last December. He compared over-all 
present plans with future requirements. 
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What Others Think 


A House Committee Hears about the 
SWPA Contracts 


URING the last session of Congress, 

the Southwestern Power Adminis- 
tration was granted funds (in the In- 
terior Appropriations Bill) which could 
be used for the construction of transmis- 
sion lines. Although not in the body of 
the bill, this authority was accompanied 
by informal notice from members of Con- 
gress who would have otherwise opposed 
the measure. This admonition was to the 
effect that the officials of the Southwest- 
ern Power Administration would be ex- 
pected to avoid use of the money to build 
the new lines, until they had made a 
genuine effort to come to an agreement 
with the private power companies in the 
area. Such an agreement would utilize 
the facilities of the companies rather than 
incur the expense of building duplicate 
lines. 

A firsthand account of the activities of 
the Southwestern Power Administration, 
acting under this congressional directive, 
is found in the report on the hearings of 
the subcommittee (Interior) of the Com- 
mittee on Appropriations recently held 
in Washington. In what amounted to 
rendering an account of his stewardship 
since the last transmission line appropria- 
tions, Douglas G. Wright, administrator 
of the Southwestern Power Administra- 
tion, told the committee that he had suc- 
cessfully negotiated with the Public Serv- 
ice Company of Oklahoma and the Okla- 
homa Gas & Electric Company. And he 
had arrived at a tentative agreement 
which, in his estimation, was “about 
three times as good a contract” as that 
negotiated with Texas Power & Light 
in 1947. This was the “model” contract 
which was held up last year as a pattern 
for the Southwestern Power Administra- 
tion. These contracts have since been 
presented to the Secretary of the Interior 
for approval. 
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RIGHT, in a formal statement be- 

fore the committee, outlined the 
provisions of the contracts and the pros- 
pects for reaching similar agreements 
with other utilities in the area. But an 
explanation of the working background 
is perhaps best revealed in the following 
excerpts from the administrator’s an- 
swers to questions asked him by members 
of the House Subcommittee on Interior 
Appropriations. The subcommittee con- 
sisted of Representatives Michael Kirwan 
(Democrat, Ohio), chairman, W. F. 
Norrell (Democrat, Arkansas), Henry 
M. Jackson (Democrat, Washington) 
Ben F. Jensen (Republican, Iowa), and 
Ivor D. Fenton (Republican, Peunsyl- 
vania ). 


Mr. Jackson. Mr. Chairman, I have 
a few questions. 

First, I would like to ask with refer- 
ence to the contract—not having seen 
the contract, of course, it will be neces- 
sary just to ask some general questions. 
First, I take it that the contract makes 
provision for the wheeling of power. 

Mr. Wricurt. No; it does not. 

Mr. Jackson. It does not? 

Mr. Wricut. The companies said, 
as a basic premise of this arrangement, 
they will not wheel power. They will 
agree to deliver the government’s 
power and energy, but ownership of 
the government’s power and energy 
delivered to them changes at the point 
of delivery and ownership of their 
power and energy delivered to the gov- 
ernment changes at the point of de- 
livery. 

Mr. Jackson. Title passes to the 
private company at the bus bar, then. 

Mr. Wricat. Or at their points of 
interconnection with our transmission 
system. 
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Mr. Jacxson. Or wherever you 
turn it over to them, which I assume 
is at the bus bar in most cases. 

Mr. Wricut. No; I think it will be 
largely off of this main-line trunk line 
between the Denison and Norfork 
dams. We will have points of inter- 
connection at Van Buren, Arkansas, 
at Weleetka, Oklahoma, at Brown, 
Oklahoma, at the Bull Shoals dam, at 
Springfield, Missouri. 

Mr. Jackson. What do you mean 
by an interconnection at Bull Shoals 
dam ? 

Mr. Wricut. That will be an inter- 
connection off of our transmission sys- 
tem. When you say “bus bar,” I as- 
sume you are talking about a dam it- 
self. The Bull Shoals dam may not be 
generating at all. That power may be 
coming from Norfork. 

Mr. Jackson. But they, in effect, 
will be delivering power for you over 
their own transmission lines through 
the device of passing tit!e to it the mo- 
ment they receive it and then passing 
it back to your customers ? 

Mr. Wricut. Partly, Mr. Jackson. 
Undoubtedly that will happen to some 
of the power. But our power is im- 
mediately commingled with theirs, and 
there is no way in the world that you 
can stop that or any way in the world 
in our situation in the Southwest that 
it does not have to happen, because the 
minute we put a kilowatt into the Okla- 
homa companies’ system nobody will 
know where that particular kilowatt 
goes. There is a lot of evidence that it 
will not go to many of our customers 
ever. 

Mr. Jackson. But there is a distinc- 
tion. I appreciate that, when it goes 
into their power lines, it is commingled, 
but any right the government may have 
to regulate will not exist in the case 
where title passes, where it would exist 
if they were in fact wheeling the power, 
or the title to the power still remained 
in the hands of the government. Is that 
not right? It creates a different legal 
relationship. 

Mr. Wric3rt. I think that is correct. 
In that connection we tried to cure that 


in this contract in this way: That the 
obligation of the government to deliver 
power to any company accrues only 
after the company has delivered power 
to the government. 

Mr. Jackson. Let me ask this ques- 
tion, which I think goes to the heart 
of this thing: In your opinion, will the 
government be in just as favorable a 
position in connection with the sale and 
distribution of this power through the 
private utilities as if the government 
had built the lines? 

Mr. Waraicnt. I think you will have 
to add in the Southwest one other 
thing: As if the government had built 
the lines and their own fuel-burning 
generating plants. 


Three-year Work-day Clause 


Mt‘: Jackson. All of it together. 
Me. Wricat. All of it. I think 
they will be in a more favorable posi- 
tion. That is my opinion. I would have 
a great deal of difficulty proving that ; 
and, recognizing that I cannot prove 
it, I have provided that every three 
years—or we have provided—every 
three years the contracting parties 
analyze their cost as between each 
other and arrive at a satisfactory new 
basis of it, and that either party may, 
after the contract has had time to dem- 
onstrate its workability, cancel the con- 
tract on three years’ notice, which is as 
quick. If the government finds out that 
this is not as favorable a way to do it, 
the government has the right to cancel 
it and go ahead and build its own lines 
and its own plants. 

Mr. Jackson. Then you will be 
building duplicating lines, because the 
private companies will have already 
built their lines. 

Mr. Wricnt. I do not see that that 
is changed from today. They say we 
are doing it today, too. 

Mr. Jackson. In these new areas, 
generally speaking, you would not be 
building duplicating lines as a general 
principle. Is that not true? 

Mr. Wricut. In the case of the 
Southwest, I have told you repeatedly 
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I do not think there is any such thing 
as a duplicating line, because where it 
lays or how it lays, if a line carries an 
electric load, regardless if there are 50 
other lines on the same pole, it does not 
duplicate a line. Now, that is the meas- 
ure. So that the government would 
then presumably be in this position: 
There would be facilities to serve the 
customers which were the govern- 
ment’s in the area of the contract which 
had been tried out, which were owned 
by the company, so the government 
would be in the position of either con- 
structing new ones in the place of those 
or buying those, and I assume that, if 
you arrive at that conclusion, there 
would not be any objection to buying 
it. 

Mr. Jackson. Would it not be bet- 
ter if the Federal Power Commission 
had the authority to determine at the 
end of the 3-year period whether 
or not the rates being charged and the 
arrangements made were fair and 
equitable ? 

Mr. Wricut. The Federal Power 
Commission does have the authority 
under this contract. 


R. Jackson. I know; but, as I un- 
derstood it, when a difference 
arose at the end of a 3-year period, you 
submit the matter to arbitration. 
Mr. Wricut. No. That is not right. 
That difference relates as to whether 
or not an adequate service is being 
rendered to a cooperative. In other 
words, the codperative says, “I am en- 
titled to 120 volts, and I am not getting 
but 110.” The question of finance as 
between the’company and the govern- 
ment, which has no relation to the gov- 
ernment’s customer. The government’s 
customer will never have any relation 
to the power company under this con- 
tract ; the relationship will be entirely 
with the government. You will have no 
relationship with the company. But the 
rates as between the government and 
the company for this power, every three 
years, have to be redetermined as to 
their— 
Mr. Jackson. That is, the rates be- 
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ing charged by Southwest to the pri- 
vate utility? 

Mr. Wricnut. No; that is the rate 
being charged by Southwest to the pri- 
vate companies and the rates being 
charged by the private companies to 
Southwest. ; 

Mr. Jackson. For carrying the 
power. 

Mr. Wricut. Well, they would not 
let you use that word “carrying.” 

Mr. Jackson. Well, for the service 
charge. 

Mr. Wricut. That is right. 


Common Carrier Status Avoided 


rR. JACKSON. There must be some 

big reason why they do not want 

to get in this field. Do you think it is 
in the public interest? 

Mr. Wricut. Sure. Common car- 
rier. 

Mr. Jackson. I say, do you think 
it is in the public interest to avoid, by 
legal terminology, something which in 
effect really gets into the realm of the 
common carrier business? 

Mr. Wricut. I do not know that 
you could prove it gets into the realm 
of common carrier; but I think, if we 
do want to make a common carrier out 
of the private utility systems or other 
electric systems of this country, we 
ought to pass a law setting up that they 
are common carriers and the methods 
whereby the cost for common carrier 
service would have to be determined. 
I assume that would have a just regu- 
latory body. Four years ago, before the 
Dondero committee testified, I thought 
that was one way of curing forever any 
question of duplicating facilities. 

Mr. Jackson. On the other hand, 
if they want to engage in the common 
carrier business, they ought to be sub- 
ject to the same regulation that any 
other business organization is subject 
to. 

Mr. Wricart. I agree with that. 

Mr. Jackson. Let us get down to 
the heart of this thing. In fact, they 
are performing a service that normally 
would be the business of a common 
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A FAST GAME WITH THE MISSOURI “EXPERT” 


carrier, but they do not want to get into 
that category. So, therefore, a contract 
is drawn whereby they take title to the 
power at the point where you deliver 
it to them, and they dispose of their 
ownership at the point where they de- 
liver to one of your customers under 
the agreement. 

Mr. Waricat. It is not quite as clear- 
cut as that. You could have cases cer- 
tainly in the country where it would 
be, and I think in other areas of the 
country it will be more clear-cut than 
it is in the Southwest, but what you 
have down there is something like this : 
You have a big group handling cab- 
bage, we will say, and here is the gov- 
ernment with a couple or three fields of 
cabbage, or 20 fields of cabbage, located 
over the Southwest, and they tell this 
fellow, “We will deliver all our cab- 
bages to you, and we want to tell you 
where to deliver an equal number of 
cabbages to us.” Nobody can prove, in 
my judgment, from minute to minute, 
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that the same cabbage is being deliv- 
ered in the same place or that any of 
your cabbages ever get to your cus- 
tomers. 

Mr. Jackson. Well, you are getting 
into the legal question of commingling 
goods, but I do not think that there is 
any doubt that, when you are dealing 
with a certain type of commodity that 
cannot be identified, it would not re- 
lieve a business organization of possi- 
ble regulation as a common carrier. I 
do not think that is the controlling fac- 
tor. I am merely submitting that. 

Mr. Wricxt. I am inclined to agree 
with you. 

Mr. Jackson. In other words, if 
you follow the argument of the cab- 
bage to its logical conclusion, it would 
result in a situation where a corpo- 
ration engaged in the kind of busi- 
ness transactions. where goods could 
not be identified would be free from 
common carrier control, but those or- 
ganizations that were so unfortunate 
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as to deal in goods that could be iden- 
tified would be subjected to control. 
Certainly that is not the test where 
the public interest is involved. 

Mr. Wricat. I agree with you, but 
I think the issue should be clearly faced 
that if you want to put this thing in a 
common carrier picture, then we ought 
not to do it by contractual relationship. 
We ought to do it by appropriate legis- 
lation. 

Mr. Jackson. Should we avoid it 
by contractual arrangement? 

Mr. Waicut. I certainly am not try- 
ing to avoid any legislation by contrac- 
tual relationship. 

Mr. Jackson. I am just trying to 
get the facts here and see what they are. 
In other words, it could be wrong either 
way, could it not? 

Mr. Wricurt. Yes, sir. 

Mr. Jackson. I mean, if they are 
avoiding it through the contractual de- 
vice, that is just as wrong as to try to 
bring it about through contractual de- 
vice, if there is no legislative authority 
for it? 

Mr. Wricurt. I agree with that. 


Steam Plants Needed for Dams 


R. JACKSON. To repeat the ques- 
tion again: Do you feel that the 
government is in just as favorable a 
position now and in the years to come 
—because this is not a business that is 
on a year-to-year basis—under this ar- 
rangement as it would be if the gov- 
ernment had built these transmission 
lines ? 

Mr. Wricut. And steam plants. In 
the Southwest we have got to add steam 
plants. There is no question about that. 
I cannot use the dams constructed in 
the Southwest without steam plants, 
and if I can clearly discern what is go- 
ing on in other power sections of the 
country, sooner or later none of them 
can use their dams without steam 
plants. 

Mr. Jackson. We will modify the 
question first, then, and we will add: 
if the government had built the trans- 
mission lines and steam plants. 
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Mr. Wricur. I consider that they 
would be in a more favorable position 
under this contractual arrangement for 
these reasons : (1) I consider that prior 
to the time the government built the 
dams, many people spent their money 
and built facilities in the power busi- 
ness, whether correctly or incorrectly, 
whether the service has been rendered 
at the proper price or the improper 
price, people did make power invest- 
ments in the Southwest. Those people 
are part of the government of the 
United States. 

In my judgment, if they are going 
to be taken out of the power business, 
there are only two fair ways to do it. 
One of them is to purchase their fa- 
cilities and give them a fair recompense 
for the facilities that you purchase. 
The other one is to put them on a fair 
and equitable basis with any other 
power operation in the Southwest, 
which I believe this contract does, and 
I believe you will be in a more favor- 
able position, because you have got 
something here that already exists, that 
has to be reckoned with, and if you 
built your own transmission lines and 
steam stations you would not reckon 
with that, and for a number of years 
at least, in my judgment, there would 
be an overlapping of interests and ac- 
tivities. 

As a matter of fact, J do not believ 

wo people can stay in the power busi- 

ness in the same area with absolute 
competition instead of codperation and 
integration, without one or the other 
of them being put out of the power 
business. I think it is a natural monop- 
oly. 


NDER questioning by Representative 
Norrell, Wright indicated his con- 


victions concerning the adequacy of the 
contracts and the reaction of the De- 
partment of the Interior: 


Mr. Norretv. You have executed 
those contracts with those two compa- 
nies? 

Mr. Wricnt. No, sir; we have not. 
We have sent the contracts to the De- 
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partment of the Interior with our favor- 
able recommendation. We have gone 
into consultation with the staff of the 
Department of the Interior, during 
which they have pointed out to us cer- 
tain very serious defects in the con- 
tractual arrangement proposed, which 
will require, in our judgment, further 
negotiations with the companies. 

I have so advised the companies and 
have made arrangements with Mr. 
Lane to carry on the further negotia- 
tions. I feel that this contract which I 
have recommended, subject to these 
negotiations, forms a basis which I will 
continue to favorably recommend as a 
solution of the power distribution and 
marketing problems in Oklahoma. 

Mr. NorreE.t. You say those points 
are considered to be important? 


Mr. Wricat. Yes, sir; I think they 
are important points, but I see no rea- 
son why they cannot be fixed. 

Mr. Norrecrt. It looks now as 
though you will ultimately get together. 

Mr. Wricat. It looks to me like— 
and I suppose I should not say this— 
it looks to me like I am going to get 
something that solves all of the things 
between me and the staff of Interior 
as they have suggested it should be 
solved to the point where I can favor- 
ably recommend this contract. 

I cannot, of course, predict what the 
Secretary may do in his approval or 
disapproval of it. I am a soldier. If he 
disapproves it, the thing has to be 
ended as far as I am concerned if I con- 
tinue to work for the department. If 
I do not I can quit and do what I please. 
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THE STABILIZATION OF INVESTMENT IN Two 
Pustic Utitity Inpustries. David Gordon 
Tyndall, assistant professor of economics, 
Carnegie Institute of Technology. Profes- 
sor Tyndall suggests that since the invest- 
ment in public utilities is a significant portion 
of total economic investment in the country, 
any move to stabilize the utility investment 
would go a long way toward stabilizing the 
economy of the country and insure it against 
radical cyclical change as experienced in the 
last depression. The article proposes that the 
instability of investment in the utility field 
would be eliminated if investment by the 
utilities were geared to long-range projec- 
tions of demand on the assumption of full 
employment rather than year-to-year fluctu- 
ations. In order to implement this, in times 
of depression, it is further suggested that 
the utilities should be allowed to include 
these new investments in their rate base, 
even though the capacity exceeds demand 
and, if necessary, include depreciation on 
these investments as allowable costs. In de-+ 
veloping the thesis of the paper, Professor 
Tyndall has included and comments on let- 
ters received from various state and Federal 
commissions which were solicited to comment 
on the subject of stabilizing the utility in- 
vestment. The two utility industries studied 
are the electric power and the telephone in- 
dustry, THe STABILIZATION OF INVESTMENT 
Iv Two Pusiic Utitity INnpustries. Land 
Economics. November, 1949, The University 
of Wisconsin Press, Madison, Wisconsin. 
Price $1.50 a copy. 
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CoMMONWEALTH Services, INc., has recently 


published an attractive 16-page booklet set- 
ting out the functions and personnel make- 
up of the newly formed organization. This 
service organization, formerly The Com- 
monwealth & Southern Corporation of New 
York, is now established as an independent 
company with offices in New York and Jack- 
son, Michigan. It is owned by its officers 
and employees and is free to extend its serv- 
ices beyond the former Commonwealth & 
Southern group, to companies in the public 
utility, industrial, and other fields. 

The booklet, liberally illustrated with pic- 
tures of the firm’s staff, describes the con- 
sulting functions of the organization in the 
fields of financing, accounting, taxes, insur- 
ance, pension and welfare programs, rate re- 
search, and engineering. Commonwealth 
Services, Inc., 20 Pine street, New York 5, 
New York. 


STEAM Power PLAnts. Both a textbook for 


young engineering students and a ready ref- 
erence for engineers in industry is found in 
this recently published volume written by 
Philip J. Potter, of the University of North 
Dakota. The author, drawing on his experi- 
ence, has presented an exhaustive study of 
steam power plants—large and small train- 
ing in typical plant layout problems is af- 
forded, with the inclusion of problem assign- 
ments which would be helpful not only to 
students but engineers on the job. STEAM 
Power PLants. Ronald Press Company. 
Price $6.50. 497 pages. 
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The March of 
Events 


In General 


EEI Charges Loss to TVA 


‘ea Tennessee Valley Authority’s 
operations since 1933 have resulted 
in a “total loss of $119,579,000,” accord- 
ing to an analysis of the 7-state, $846,- 
000,000 project, distributed last month 
by the Edison Electric Institute. For the 
fiscal year ended June 30, 1949, the loss 
was said to be $6,218,000. 

Including additional financing costs, 
the EEI said, the “U. S. taxpayers have 
made a gift to the Tennessee valley of 
some $144,000,000.” 

The TVA’s report for the fiscal year 
ended with last June showed that revenue 
from power sales for the period were 
$58,000,000, or $9,000,000 more than in 
the previous year. The report, which was 
published on December 29, 1949, also 
said that net operating revenue was about 
$21,500,000, and that there was a return 
of 5 per cent on the net average power 
investment, compared with an average 
annual return of 4.7 per cent in the pre- 
ceding five years. 

On the profit issue, the EEI’s analysis 
said that the TVA’s reports “always em- 
phasize two things: the profits which its 
electric operations show under TVA 
method of keeping books, and the benefits 
of its other activities.” 


FPC to Require Competitive 
Bids 


_ Federal Power Commission has 
announced that it plans to amend its 
rules to require competitive bidding on 
issues of securities subject to its jurisdic- 
tion. The new regulation, the commission 
said, would embody the bidding practice 
developed by the Securities and Ex- 
change Commission 

MAR. 2, 1950 


The new rules will require, with cer- 
tain exceptions, that the applicant pub- 
licly invite sealed bids at least six days 
before entering into any contract or 
agreement for the security issue. 

After bids have been opened, the ap- 
plicant would be required to file an 
amendment with the FPC describing 
what he had done to comply with the 
competitive bid requirement, summariz- 
ing terms of the bids received and setting 
forth the action the applicant plans to 
take. 

The new regulation in general will 
broaden the commission’s present com- 
petitive bidding rule to apply to nego- 
tiated, as well as to underwritten, issues. 


GE to Launch Traveling 
Power Exhibit 
oh “More Power to America Spe- 
cial,” first train of its kind in indus- 
trial history, will be launched on a nation- 
wide tour this spring by General Elec- 
tric’s apparatus department. 

Nine cars in length, the train will visit 
the country’s key industrial centers, bear- 
ing exhibits of more than 2,000 electri- 
cal products, processes, and techniques 
for inspection by utility and industrial 
executives and municipal leaders. 

Describing the train as a “mammoth 
showcase on wheels,” GE executives say 
that the exhibits will dramatize the latest 
apparatus and ideas for producing and 
using electric power most efficiently. 


New Air Coach Flights 
N ATIONAL AIRLINES has inaugurated 

two additional club coach flights 
between New York city and Miami, 
Florida, with stops in Washington. It ts 
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THE MARCH OF EVENTS 


the first air-line “club coach”—at rates of 
about four cents a mile—ever made 
available on the North-South route out 
of the nation’s capital. The new service 
brings to four the number of low-cost 
club coach flights National offers along 


the eastern seaboard. Club coach fares 
will be $8.60 between Washington and 
New York, compared to the standard 
fare of $13.40, while the fare between 
Washington and Miami will be $38.80 
compared to the regular fare of $62.30. 


* 


Connecticut 


Samuel Ferguson Passes 

AMUEL FErGusoN, board chairman of 
S the Hartford Electric Light and Con- 
necticut Light & Power companies, died 
suddenly the morning of February 10th 
at Mountain Lake Club, Florida, where 
he had been vacationing. Mr. Ferguson 
was seventy-five years of age. 

Nationally recognized as an outstand- 
ing figure in the electric power industry, 
Mr. Ferguson was once cited by Fortune 
magazine as “perhaps the most progres- 
sive independent in the utility industry.” 


He was also a director of several other 
organizations and prominent in the af- 
fairs of St. John’s Episcopal Church, 
Hartford. 

During his long and active career in 
the utility industry, Mr. Ferguson made 
many contributions to the scientific, eco- 
nomic, and marketing phases of the busi- 
ness. Under his leadership, the Hartford 
Company was the first in the United 
States to use aluminum power lines, and, 
a few years later, the first company to use 
the mercury boiler. 


> 


Georgia 


Allatoona Dam in Production 


f gers dam on the Etowah river, 
multipurpose project built by the 
Army Engineers, recently went into pro- 
duction with a 36,000-kilowatt unit on 
the line. 

A second unit of the same size is 
scheduled to go into production early 
in April, while provision has been made 


for a third 36,000-kilowatt unit when 
needed. Georgia Power Company con- 
tracted with the Interior Department for 
the entire output of the $33,000,000 proj- 
ect at the bus bar, and will wheel power 
to preferred customers of the govern- 
ment, or make exchanges at suitable 
points in the company’s grid, which ex- 
tends over the entire state. 


» 


Kentucky 


Would Authorize Rural 
Telephone Cooperatives 
a= to authorize establishment of 

rural telephone codperatives to take 
lvantage of Rural Electrification Ad- 
ministration loans in building rural tele- 
hone facilities has been introduced in 
State senate. 
Under terms of the measure, the coop 
eratives would be tax-exempt, except for 
nnual fee of $10, while the public 
rvice commission would have full super- 


visory powers over rates, services, and 
other functions of the codperatives. 


Would Form Telephone Co-op 
ys of West Liberty have named 


a committee of four to head a drive 
for the organization of a telephone coop- 
erative and apply to the Rural Electrifi- 
cation Administration for necessary 
funds. The proposed venture, first in 
Kentucky, would operate in Morgan, 
Wolfe, Breathitt, and Magoffin counties. 
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Maryland 


Would Ban Utility Strikes 
grag nse of public utility services 
in Maryland by labor disputes 
would be outlawed under terms of legis- 
lation now before the Free state’s general 
assembly. 

The measure would declare it to be the 
state’s policy that work stoppages lead- 
ing to “substantial impairment” of the 
operation of a utility are not to be con- 
doned, and that operation of utilities 
furnishing water, light, heat, gas, elec- 
tric power, transportation, and commu- 
nication to Maryland residents is “es- 
sential to their welfare, health, and safe- 
ty.” 

A 5-week cooling-off period after nego- 


tiations between management and labor 
have failed would be required by the 
measure. During that period, the gover- 
nor would ask that the dispute be sub- 
mitted to arbitration. If that should be 
rejected, and the Chief Executive deter- 
mined a strike would endanger “public 
health, safety, or welfare,” he would or- 
der the plant seized at the end of the fifth 
week. 

In the event the state is compelled to 
seize a utility, the bill provides for hiring 
either plant employees, or, if they refuse 
to work for the state, outsiders, and for 
reimbursing the state for its expenses. 
The state also would receive 15 per cent 
of net profits during the seizure period. 


Massachusetts 


Telephone Rate Increase Upheld 


HE full bench of the Massachusetts 
j Supreme Court has ruled that the 


New England Telephone & Telegraph 
Company may continue the so-called 
$15,000,000 increased rates—or 15 per 
cent—now charged in its bills to Massa- 
chusetts customers. 

This ruling upheld a decision of Judge 
Raymond S. Wilkins of the high court 


who as a trial judge dismissed a petition 
of the state department of public utilities 
to compel the telephone company to cease 
charging the 15 per cent rates and to 
charge only a 9 per cent increase. 

Judge Wilkins, in his decision, “right- 
ly ruled the company is now properly 
charging the $15,000,000 rates and right- 
ly dismissed the petition,” the supreme 
court said in its decision. 


ft 
Nebraska 


Commission Raps Excise Taxes 


eB state railway commission has 
urged repeal of the Federal excise 
tax on transportation and communication 
services. Pointing out that these taxes are 
calculated on a percentage basis rather 
than on a flat basis, the commission said 
increases in transportation and commu- 
nication rates since the end of the war 
have greatly increased the amount of the 
tax on the named services. 

“The tax as applied to rural and ex- 
change services is grossly unfair and in- 
equitable and has become more burden- 
some,” the commission declared in a reso- 
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lution setting out the commission’s views 
and forwarded to Nebraskans in Con- 
gress and to the National Association of 
Railroad and Utilities Commissioners. 


Heads Public Power System 
F. TERRELL, of Seattle, Washing- 
e ton, operating vice president of the 
Puget Sound Power & Light Company, 
has been named to the newly created post 
of executive director of the Nebraska 
Public Power System. 

He is a graduate of the School of 
Electrical Engineering, University of 
Washington, and a member of the Ameri- 
can Institute of Electrical Engineers. 
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New Hampshire 


Co-op May Own Private 
Utility Stock 


HE New Hampshire Supreme Court 
gs a recent 3-to-2 decision held that 
ownership of the capital stock of a private 
utility by a codperative is constitutional. 
Minority opinion saw the court’s decision 
as an opening wedge which might “pave 
the way” for state or “more likely” Fed- 
eral control of private utiJities. 

The decision, written by Justice Dun- 
can, held that a coGperative could, under 
the state’s laws, purchase the securities 
of a private utility, but whether such a 
purchase was in the interest of the pub- 
lic “good” was a matter for the state pub- 
lic service commission to decide. 

The court ruling was the result of a 
juestion raised when the New Hampshire 
Electric Codperative, serving the north- 
ern portion of the state and now in re- 
ceivership to the Rural Electrification 
Administration, proposed to borrow $1,- 
350,000 from REA to go toward the pur- 


New 


City Transit Revenues Down 


EW York city’s municipally owned 
transit system suffered a $1,468,- 

000 loss during the second half of 1949, 
compared with an operating profit of 
$7,016,000 in the last six months of 1948. 
The downward swing, amounting to 
$8,484,000, has dimmed hopes of the 
board of transportation for an even 


chase of the capital stock of the White 
Mountain Power Company. 

Justice Duncan, in his majority opin- 
ion, wrote that the state’s laws give power 
to a codperative to “purchase, or other- 
wide acquire, to exercise all rights of 
ownership or control in, and to sell, 
transfer, or pledge, shares of the capital 
stock or bonds of any corporation or as- 
sociation engaged in any related activ- 
Was 
The opinion pointed out, however, that 
the legislature has seen fit to limit co- 
Operatives from giving service to large 
numbers of nonmembers. The codpera- 
tives are also nonprofit organizations un- 
der state law, but the majority opinion 
said that this did not mean that a codp- 
erative could not invest its assets in profit- 
bearing stocks. 

In the dissenting opinion, Justice 
Blandin wrote that he did not think it 
was the intent of the legislature to per- 
mit a codperative, subsidized by the Fed- 
eral government, to own a private utility. 


ae 
York 


break between revenues and expenses in 
1949-1950, and leaves little chance for 
any operating profit in the fiscal year end- 
ing next June 30th. 

Chief reason for the sharp decline in 
revenues has been an unforeseen drop of 
4.9 per cent in the number of passengers 
using subways and elevated lines in the 
last six months of 1949, compared with 
the same period in 1948. 


Pennsylvania 


Duquesne Asks Rate Boosts 


HE Duquesne Light Company, of 

Pittsburgh, has asked the state pub- 
lic utility commission for permission to 
raise electric service rates to its commer- 
cial, industrial, and residential consumers. 
The new schedules, to become effective 
April 10th, would bring the company 
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$7,697,000 in additional annual revenue 
—$3,164,000 from residential customers 
and $4,533,000 from commercial and in- 
dustrial customers. 

President Pressly H. McCance ex- 
plained that the general increase, first in 
the company’s history, is necessary be- 
cause the company is not earning a fair 
return on its investment. Last year, Mr. 
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McCance said, the company earned 4.31 
per cent on the fair value of its property 
—$293,366,216. The new rates would 


bring a return of 5.1 per cent, although 


the company considers 6 per cent a fair 
return. 


South Carolina 


SCE&G 1950 Program 

C. McMeexrn, president of the 

e South Carolina Electric & Gas 
Company, has announced a 1950 con- 
struction program totaling $3,458,416, an 
increase of $1,069,431 over like expendi- 
tures in 1949. In anouncing the program, 
Mr. McMeekin said the company’s con- 
struction and expansion plans are gauged 


to meet the increased industrial, commer- 
cial, residential, and farm needs for power 
with an adequate margin of reserve ca- 
pacity. Included in the expansion pro- 
gram is an allocation of $360,465 for the 
Columbia gas plant and gas distribution 
facilities, and $186,000 for 12 new 36- 
passenger busses for the Columbia city 
bus system. 


» 
South Dakota 


State Power Authority Rejected 


ITHOUT a record vote, South Da- 
kota has rejected the administra- 
tion’s state power authority bill, proposed 
by Governor George T. Mickelson. The 


rejection was so overwhelming that a roll 
call vote was not taken. 

The authority measure was designed 
to create a coordinating and wholesaling 
agency for negotiation for public power 
from Missouri river dams. 


Virginia 


Formation of Rural Phone 
Co-ops Proposed 
ta bills are pending before the house 
of delegates to permit the formation 
of rural telephone cooperatives in the Old 
Dominion. The two measures—one be- 


fore the upper house, one before the 
lower—are almost identical and would 
permit the formation of telephone codp- 
eratives in rural areas along lines similar 
to the electric power coOperatives now in 
operation. 


Wyoming 


Commission Raps Utility 
Excises 


pr ecarin public service commis- 
sion has gone on record in favor of 
the repeal of Federal excise taxes on 
transportation and communication serv- 
ices. 

A resolution, signed by all three of the 
commissioners, declared that the present 
taxes on transportation and communica- 
tion services are “inimical to the mainte- 
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nance of sound reasonably priced and 
nondiscriminatory public transportation 
and communication services” and should 
be repealed. 

A copy of the resolution was forwarded 
to Walter R. McDonald, Washington, 
D. C., general solicitor of the National 
Association of Railroad and Utilities 
Commissioners for presentation to the 
House Committee on Ways and Means, 
currently studying the entire Federal tax 
structure. 
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Partial Use of Electric Lines for Local Distribution 
Does Not Exempt Company from Federal Regulation 


i Florida Public Utilities Com- 
pany, according to a decision of the 
Federal Power Commission, is a “public 
utility” subject to regulation under the 
Federal Power Act. This company buys 
electricity from Gulf Power Company. 
Interstate power is received in Florida 
and distributed to the company’s cus- 
tomers, including West Florida Electric 
Codperative Association. 

The codperative resells electricity to 
its members exclusively in the state of 
Florida. The company conceded that its 
sale to the codperative is a sale at whole- 
sale in interstate commerce in the con- 
stitutional sense but argued that the sale 
is not subject to the commission’s juris- 
diction under the Federal Power Act 
since it is essentially local distribution. 
It asserted that there is not a single ele- 
ment of interstate commerce if the extra- 
state origin of the electric energy be dis- 
regarded. That may be so, said the com- 
mission, but it obviously does not follow 
that the extra-state origin of electric en- 
ergy is immaterial in determining the 
jurisdiction of the commission. 

What does determine jurisdiction, the 
conunission continued, is the use made 
of facilities involved. The company pur- 
chases electric energy transmitted from 
Alabama and delivers it in Florida, which 
energy constitutes a varying but major 
part of all the energy transmitted and 
sold by the company. Some of the out- 
of-state electricity is transmitted in bulk 
without interruption to points of sale to 
the codperative for resale. 
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Such transmission, said the commis- 
sion, is transmission in interstate com- 
merce under the act and under judicial 
decisions leading to and after its enact- 
ment. Therefore, it is beyond the consti- 
tutional power of the states to regulate 
and is thus precisely the sort of sale which 
Congress intended to regulate by the 
Federal Power Act. 

Necessarily comprehended as “facili- 
ties” used for such transmission and sale, 
therefore, are the principal power lines 
owned and operated by the company be- 
tween its substation where it receives 
power and the points of interconnection 
with the codperative. Moreover, the pro- 
vision for exemption of facilities used for 
local distribution does not exempt lines 
used exclusively for interstate transmis- 
sion or lines used partially for interstate 
transmission at wholesale. 

The company argued that there was no 
logical basis for giving these lines the 
dual character of distribution and trans- 
mission facilities. The commission said: 


Significantly, applicant does not af- 
firmatively contend that the lines are 
used in Jocal distribution, the language 
of § 201(b). But overlooking this and 
assuming without deciding that these 
lines are also partially “used in local 
distribution,” it does not follow that 
§ 201(b) may be so read as to accord 
them total exemption. In the case of 
such dual use—that is, where a facility 
is used to transmit or sell some electric 
energy at wholesale in interstate com- 
merce under the act, and also is used 
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in local distribution of other energy, 
whether or not moving interstate—the 
facility is subject to our jurisdiction to 
the extent of the former use and is 
sufficient to support a finding of “pub- 
lic utility” status, but not so as to the 
latter use. To hold otherwise would 
create a means for nullification of the 
act since facilities now serving only 
jurisdictional purposes could be made 
nonjurisdictional through the mere ex- 


pedient of devoting them in part, no 
matter how small, to a use within one 
of § 201(b)’s prohibitions. And com- 
panies now “public utilities” could, by 
such expedient, terminate their status 
and escape regulation of activities 
which are beyond the constitutional 
power of the states to control. 


Re Florida Public Utilities Co. (Opinion 
No. 189, Docket No. E-6136). 


“> 
@ 


Information As to Gambling Provides Basis for 
Phone Removal 


‘he California commission dismissed 
a barber’s complaint against a tele- 
phone company’s discontinuance of serv- 
ice for gambling after reasonable cause 
for the company’s action was demon- 
strated. The commission considered a 
letter from the special crime study com- 
mission notifying the company of illegal 


activities, the general reputation of the 
shop, and the knowledge of financial 
transactions between the subscriber and 
a “book-making clearing house” as pro- 
viding reasonable ground for service 
discontinuance. Millstone v. Pacific 
Teleph. & Teleg. Co. (Case Nos. 5023, 
5024). 


e 


Electric Rates Based upon Present Fair Value 


‘to Michigan commission authorized 
the Consumers Power Company to 
file higher rates which would yield a re- 
turn of 5.7 per cent. The commission be- 
lieved that the new rates would provide 
ample revenues to enable the company 
to meet its immediate expansion needs 
and to improve its capital structure by the 
sale of equity or common stock. 

Present fair value was adopted as the 
rate base despite the contention of the 
commission’s staff that the commission 
was committed to the doctrine of original 
cost or prudent investment. The commis- 
sion believed that the so-called Electric 
Transmission Act, as well as court de- 
cisions, required it to use fair value. It 
did observe that the original cost theory 
commended itself by sheer simplicity of 
administration, but felt that during in- 
flationary periods that theory assunied 
alarming aspects and might equally prove 
to be alarming during a period of defla- 
tion. 

Adoption of the fair value basis was not 


to be taken as discarding the soundness 
of original cost for accounting purposes, 
however, the commission said. Nor was 
it discarding original cost as a very im- 
portant and vital element to be considered 
in determining the ultimate question of 
the fair value of the company’s property. 

Determination of fair value was said 
to be a matter of judgment. In fixing the 
present fair value the commission con- 
sidered original cost, reproduction cost 
new, depreciation, and value of the serv- 
ice as exemplified by a comparison of 
rates with other electric utilities through- 
out the nation. 

The commission pointed out that it 
was considering this question at a time 
in the economic history of this ccuntry 
when we are experiencing the most vio- 
lent inflationary period of our national 
life. It said that “it is incredible that fair 
value measured in 1949 dollars is not in 
excess of the original cost” of property 
built or acquired over the last thirty-five 
years. 
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PROGRESS OF REGULATION 


Chairman McCarthy, in the dissenting 
opinion, said that fair value is what has 
been variously denominated as original 
cost, prudent investment, or, more re- 
cently, net investment. He believed that 
fair value is that value which is fair to the 
investor as representative of the dollars 


he has placed into the public utility en- 
terprise. The investor, he said, is entitled 
to a reasonable earning upon that dollar 
investment, which should not be unrea- 
sonably subjected to the vagaries of 
economic cycles. Re Consumers Power 
Co. (D-2916-50.1, D-2916-50.3). 


7 


Equalization of Interstate and Intrastate Rates Approved 


HE New Jersey Board of Public 

Utility Commissioners authorized 
increased railroad passenger fares similar 
to interstate rate increases allowed by the 
Interstate Commerce Commission. The 
decision was based upon the fact that the 
need of the carriers for added revenue 
was clearly established in the record 
made before the Interstate Commerce 
Commission. That body found that in- 
creased fares were necessary to enable 
the carriers to provide adequate and 
efficient service. 

The board pointed out that if it had 
decided to suspend the proposed intra- 
state tariffs and had fixed fares lower 
than those authorized by the Interstate 
Commerce Commission, that commis- 
sion could, nevertheless, in an appro- 
priate proceeding and on a supporting 
record, have required the carriers to 
raise the lower intrastate rates to the 
level of the higher interstate fares. As 
amatter of fact, such action was taken by 
the Interstate Commerce Commission 
with respect to the lower statutory rates 
in effect in Illinois and Michigan. The 


e 


Interstate Commerce Commission is not 
only the final administrative arbiter as 
to interstate fares, but also as to related 
intrastate rates, as well, the board said. 

Although it did authorize the increased 
intrastate rates, the board was concerned 
that they might result in a substantial 
diversion of passengers to other modes 
of transportation. Records indicated that 
the frequently increased rates were ap- 
proaching the point where they would 
“outprice the market” and would produce 
little, if any, increased revenue. There- 
fore, it urged the carriers to make a seri- 
ous study of ways and means to increase 
noncommutation riding. It also urged 
the Interstate Commerce Commission to 
initiate a general investigation of the en- 
tire question of railroad and motor car- 
rier passenger fares in the New Jersey- 
New York area and to make further 
separation studies as to costs as between 
freight and passenger service, and as 
between interstate and intrastate service. 
Re Increases in New Jersey Intrastate 
Basic Railroad Passenger Fares (Docket 
No. 4873). 


Florida Commission Assumes Jurisdiction over Gas Rate Appeal 
And Rejects Reproduction Cost 


BBs Florida commission entertained 
an appeal from a city order fixing 
gas rates although it does not ordinarily 
have jurisdiction over these rates. It 
found that it had special statutory juris- 
diction to hear and determine appeals 
from rate orders of the city commission 
of the city of Jacksonville under a 1921 
law. 

Reproduction cost evidence was re- 
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jected as being entitled to no considera- 
tion in a rate case. The commission held 
that such evidence was inherently fal- 
lacious and necessarily permeated with 
inaccuracies. It also said that regulatory 
bodies are free, within the scope of their 
statutory authority, to fix public utility 
rates without regard to the fair value for- 
mula. The statute by which it is governed 
merely requires that gas rates shall be 
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just, reasonable, compensatory, and ade- 
quate. 

The commission believed that a rate 
base predicated upon net average invest- 
ment ascertained from original cost of 
the company’s property, less accrued de- 
preciation, was fair to the utility, its in- 
vestors, and consumers. It decided that 
an investment rate base would give recog- 
nition to every dollar invested in the busi- 
ness affected with a public interest. 

Such a rate base, it said, protects the 
subscribers against unreasonably high 
rates that might be fixed during a period 
of abnormally high prices, and at the 
same time protects the investors against 
unreasonably low rates that might be 
fixed during abnormally low prices, 
either of which might result if the rate 
base were developed through the use of 
the reproduction cost new formula. 

In determining the rate of return, es- 
sential factors to be considered are gen- 
eral economic conditions, the necessity 
and ability of the company to attract capi- 
tal, the current cost of money, the finan- 
cial history of the company, the risk in- 
volved, comparisons with other enter- 
prises of a similar nature, and efficiency 
of management. It was pointed out, how- 
ever, that when investing in a business 
dedicated to public service, one must 
recognize that as compared with invest- 
ment in private business, he cannot ex- 
pect either high or speculative dividends, 


but that his obligation limits him to only a 
fair and reasonable profit. 

The commission concluded that a rate 
increase yielding a return of 7 per cent 
would be adequate to attract capital and 
would yield sufficient revenues to pay 
operating expenses, depreciation, taxes, 
interest on borrowed capital, and reason- 
able dividends, with an adequate balance 
for surplus. 

Evidence in this case showed that the 
company did not have a monopoly but 
was in direct competition with not only 
a city-owned and -operated electric light 
plant, but also with butane gas dealers 
and with kerosene and oil for heating 
purposes. The commission also recog- 
nized that the company was faced with 
the possibility that natural gas would be 
piped into the locality served by it. For 
this reason the company’s business was 
attended by considerably more financial 
risk than many other forms of utilities. 

Although the commission recognized 
that working capital is an element of 
value to be considered in arriving at a 
proper rate base, it made no allowance 
for it in this case. It found that the aver- 
age customer’s deposits which were avail- 
able to the company exceeded the com- 
pany’s working capital requirements and 
obviated the necessity of including an al- 
lowance in the rate base. Jacksonville 
Gas Co. v. Jacksonville (Order No. 1571, 
Docket No. 1641). 


2 


State’s Authority over Motor Carrier Routes Paramount 


HE supreme court of Wisconsin sus- 

tained a motor carrier’s appeal from 

a lower court order dismissing its action 

against a municipality which had at- 

tempted to enforce a local law changing 
bus routes through the city. 

The court ruled that the statutory pro- 


vision requiring motor carriers to comply 
with the local ordinances of cities 
through which they pass was subordinate 
to the power of the state commission to 
designate the routes to be used by intra- 
state motor carriers. Safe Way Motor 


Coach Co. v. Two Rivers, 39 NW2d 847. 


4 


Commodity Rate for Raw Materials Disallowed 


HE Massachusetts Department of 
Public Utilities denied an intercity 
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motor carrier of merchandise authority 
to adopt a reduced commodity rate for 
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materials used in the manufacture of 
boots and shoes. The department com- 
mented on the inadequacy of evidence 
which reflected the interstate and intra- 
state operations of the company without 
any apportionment of revenues and ex- 
penses to the particular operation under 
consideration. 


REGULATION 


The evidence also failed to establish 
that there was a great volume of traffic 
involved or that a competitive carrier rate 
had to be met. The fact that a commodity 
rate already existed for finished boots 
and shoes did not require that such a rate 
be established for raw materials. Re Jn- 
ter-City Transp. Co. (DPU 8783). 


e 


Commission Refuses to Act As Arbitrator in Trolley- 
City Dispute 


§ i: Wisconsin commission denied a 
municipality’s request that it assume 
jurisdiction and act as arbitrator in mat- 
ters regarding city license fees for the 
operation of a local transit company, not- 
withstanding the fact that both disputants 
desired it to do so. 

The city had collected an annual unit 
base license fee from the transportation 
company. When the ordinance under 
which these fees were collected expired, 
the city requested the transportation 
company to approve a new ordinance 
providing for a license fee approximately 
three times higher per unit. It was at this 
point that commission arbitration was 
sought. 


The commission pointed out that as a 
regulatory body it had no authority to 
act in the matter since no statute either 
expressly or by implication conferred on 
it powers of arbitration. As individuals, 
the commission continued, its members 
were specifically prohibited from pur- 
suing any other business and were re- 
quired to devote their entire time to the 
duties of their office. In the light of these 
facts the commission terminated the pro- 
ceeding by declining for itself as a state 
agency and for its members as individuals 
to assume jurisdiction over the dispute. 
Milwaukee v. Milwaukee Electric Rail- 
way ¢& Transport Co. (2-SR-2098— 
2-SR-2101). 


@ 


Fuel Clause Permitted in Interruptible Natural Gas Rate but 
Denied for General Service 


fe California commission approved 
the application of a statewide gas 
and electric company for an increase in 
rates for natural gas service where net 
earnings had fallen below the fair return 
level. 

The reasons which were assigned by 
the company for the change in its posi- 
tion were increased capital and operating 
costs including salaries and wages, the 
decline in gas availability from local fields, 
higher maintenance expenditures, and 
extraordinarily large capital expendi- 
tures. 

No increase in the company’s allow- 
ance for materials and supplies was au- 
thorized by the commission, notwith- 
standing the sharp rise in price levels 
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since the removal of Federal price con- 
trols and the expanded use of supplies 
by the company. These factors, the com- 
mission observed, are offset by a lesser 
need to maintain large stocks as a pro- 
tection against material shortages and 
slow delivery. 

The commission approved the adop- 
tion of a fuel clause and cited the flexi- 
bility which such an escalator provision 
gives to a utility rate as the principal 
reason for its acceptance. A fuel clause 
renders unnecessary repeated proceed- 
ings for rate adjustments, maintains gas 
prices at levels competitive with other 
fuels, and promotes slack season use. The 
commission insisted that the fuel clause 
be based on the lowest of the prices posted 


MAR. 2, 1950 





PUBLIC UTILITIES FORTNIGHTLY 


by any major oil company rather than 
the posted price of a named refinery. 

The commission barred the fuel clause’s 
incorporation in the general service rate 
and limited it to the rate for interruptible 
natural gas service. General service rates, 
the commission commented, are estab- 
lished at a level sufficiently high to pro- 
vide a reasonable margin of safety to the 
utility against fluctuation in the cost of 
fuel. 

A claim by the Federal government for 
a rate for service to Navy yards, Army, 
and Air Corps bases lower than that re- 
ceived by other customers was rejected. 
A government study in which higher 
average use, deliveries at high pressure 


from transmission mains, reduced billing 
and collection expenses were cited as 
reasons for granting prefe ence, was not 
considered realistic. The commission, 
however, established a new lower block 
rate to give appropriate recognition to 
this type of service. 

The over-all rates approved by the 
commission would allow the company a 
return of 5.9 per cent on its gas depart- 
ment rate base, which would provide 
earnings sufficient to enable the utility 
to service not only its outstanding securi- 
ties, but also those necessary to finance 
a reasonable expansion program. Re Pa- 
cific Gas & E. Co. (Application No. 
29777, Decision 43368). 


e 


Return of Telephone Company Based on Net Investment 


ye Nebraska commission author- 
ized an increase in telephone rates 
to provide a return of 6 per cent on an 
adjusted net investment rate base. A re- 
turn of 7.49 per cent was considered more 
than sufficient to yield a reasonable rate 
of return upon the fair value of the prop- 
erty used and useful. 

Evidence was submitted as to repro- 
duction cost, reproduction cost in 1941 
plus net additions, cost of plant and 


equipment, cost of plant and equipment 
less observed depreciation, and cost of 
plant and equipment less reserve for de- 
preciation. The latter figure, with an al- 
lowance for materials and supplies and 
working capital, was used. 

The working capital claim was reduced 
to an amount based on capitalizing one- 
twelfth of estimated annual operating 
expenses. Re Lincoln Teleph. & Teleg. 
Co. (Application No. 17832). 


e 


Transmission Line Authorized Subject to Condition 


ge Arkansas commission authorized 
the Southwestern Gas & Electric 
Company to construct certain transmis- 
sion lines, one of which was for the pur- 
pose of absorbing into the company’s sys- 
tem the power and energy to be generated 
at the Narrows dam, presently under 
construction by the U. S. Engineers. The 
dam is to be completed in the spring of 
1950. 

The Southwestern Power Administra- 
tion, an agency of the Department of In- 
terior, has been designated as the mar- 
keting agent for such power and energy 
as will be available. Negotiations for de- 
livery of this power to the company were, 
at the time of the commission’s decision, 


under way. The commission considered 
the proposal feasible, but since the con- 
tract for power had not been signed, it 
imposed a condition to forestall the com- 
pany from placing into its rate base fa- 
cilities which would not be used or useful. 

The commission believed that the cer- 
tificate authorizing construction of the 
line to the dam should be conditioned 
upon the agreement of the company that 
the cost of such facilities will not be placed 
in its rate base until their use for the ab- 
sorption of the Narrows dam power, or 
for some other equally feasible use, is 
effectuated. Re Southwestern Gas & 
Electric Co. (Docket Nos. U-407, U- 
408). 
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State Censorship of Television Films Declared Invalid 


HE United States District Court for 
Te Eastern District of Pennsylvania 
awarded judgment to certain television 
broadcasting companies in their attack 
on a regulation of the Pennsylvania 
Board of Censors requiring submission 
of motion picture films for censorship 
purposes. 

The court found merit in the compa- 
nies’ contention that the entire broad- 
casting field had been occupied by Con- 
gress by the Radio Act of 1927 and the 
Communications Act of 1934 so as to 
preclude action by the state. 

The fact that Congress did not provide 


e 


for censorship of radio communication 
or signals did not mean that the field of 
censorship had been left untouched and 
free for regulation by the states. Con- 
gress, the court said, had definitely con- 
cerned itself with possible misuse of 
broadcasting facilities, had dealt with the 
problem fully without providing for cen- 
sorship because of a consciousness of the 
danger of a whittling away of the con- 
stitutional guaranties of freedom of 
speech and press, which is always present 
when censorship is established. Du Mont 
(Allen B.) Laboratories, Inc. et al. v. 
Carroll, 86 F Supp 813. 


Discontinuance of Unlimited Interexchange Service Rejected 


‘Tue Wisconsin commission denied a 

telephone company’s application for 
authority to discontinue unlimited inter- 
exchange service between one community 
and several others where it appeared that 
there was a community of interest. 

The commission did not consider dis- 
criminatory the fact that customers on 
certain lines were receiving unlimited 
service while customers on other lines in 


the same area were paying a toll charge 
on similar calls, where the historical 
background justified the situation. 

When the evidence indicated that ap- 
proximately 50 per cent of the customers 
in the area made use of the unlimited in- 
terexchange service, the commission con- 
cluded that its continuance was war- 
ranted. Re Commonwealth Teleph. Co. 
(2-U-3177). 


e 


Other Important Rulings 


A™= company was authorized to 
eliminate the sale of tokens but was 
required to keep its present 10-cent cash 
fare, in addition to a weekly pass, the 
commission saying that regardless of any 
contention that the public would support 
cash fares as high as 15 cents before a 
point of diminishing returns is reached, 
evidence in support of the theory was of 
doubtful validity. Re Rochester Transit 


Corp. (Case 14244). 


In authorizing intrastate railroads to 
increase rates to the level authorized by 
the Interstate Commerce Commission 
for their out-of-state operations, the Mis- 
souri commission cautioned the com- 
panies that the burden of proof is not 


329 


satisfied in a utility rate proceeding 
merely by a showing of revenue require- 
ments. Ie Freight Rates and Charges 
(Case No. 11,533). 


The New York commission held that 
a telephone company must be allowed a 
standard of earnings which will make in- 
vestment in its common stock attractive 
to the present-day investor, where funds 
needed to finance a necessary construc- 
tion program must be obtained through 
the sale of common stock. A return of 
5.14 per cent was held not to be exces- 
sive. Re Rochester Teleph. Corp. (Case 
13489). 


The Colorado commission denied a 
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motor carrier’s application for a certifi- 
cate to haul trash in several cities within 
the state where the carrier had no permit 
or license from local authorities to oper- 
ate within the municipalities and the rec- 
ord indicated that existing trash-hauling 
service was adequate. Re Rupple (Appli- 
cation No. 10326, Decision No. 34019). 


The Wisconsin commission sustained 
a homeowner’s complaint against a vil- 
lage water utility’s refusal to extend 
water service to his premises notwith- 
standing the fact that the town board had 
passed an order prohibiting extensions to 
homes located outside of village limits. 
The commission held that once the utility 
had extended service beyond its limits, 
future service extensions could not be 
limited by town board action. Re Village 
of Frederic (2-U-3169). 


The Wisconsin commission approved 
the application of a village for authority 


to operate as a water public utility, to 
construct facilities, and to establish tem- 
porary rates, where it appeared that there 
was serious need for water service in the 
area for both domestic and fire-fighting 
uses ; a substantial number of citizens of 
the village were ready to connect immedi- 
ately to the system; plans for financing 
construction had been made; and such 
construction cost would not exceed the 
cost for water systems of similar size. Re 
New Auburn (CA-2829). 


The Utah commission denied, for lack 
of jurisdiction, a certificate of convenience 
and necessity for services which did not 
relate primarily to transportation of 
property of others for compensation or 
hire, but, on the contrary, were essen- 
tially services in which materials and la- 
bor and knowledge and skill were the 
principal eicements upon which compensa- 
tion would be based. Re Varney (Case 
No. 3111). 
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UNITED STATES SUPREME COURT 


Federal Power Commission 


East Ohio Gas Company et al. 


No. 71 
— US —, 94 Led —, 70 S Ct — 
January 9, 1950 


EVIEW of decision of Federal court reversing orders of Fed- 
R eral Power Commission finding company to be a natural 
gas company within the meaning of the Natural Gas Act, requir- 
ing compliance with accounting orders, and requiring filing of 
certain data; order of Commission held valid and judgment of 
court reversed. For decision by Commission, see (1947) 6 FPC 
176, 74 PUR NS 256, and for decision of United States Court 
of Appeals, see (1949) — US App DC —, 77 PUR NS 97, 

173 F2d 429. 


Interstate commerce, § 23 — What constitutes — Gas transmission. 
1. A continuous flow of natural gas from other states to and through high- 
pressure transmission lines of a company operating only in one state con- 
stitutes interstate transportation, since the gas does not cease its interstate 
journey the instant it crosses the state boundary or enters the company’s 
pipes, p. 3. 

Interstate commerce, § 37.1 — Scope of Natural Gas Act — Intrastate company — 

Sales to own customers. 
2. The provision in § 1(b) of the Natural Gas Act, 15 USCA § 717(b), 
that the act shall apply to the transportation of natural gas in interstate 
commerce, does not limit the application of the act to companies engaged 
in the business of transporting gas in interstate commerce for hire or for 
sales to be followed by resales, p. 4. 
[1] 1 82 PUR NS 
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Interstate commerce, § 37.1 — Scope of Natural Gas Act — Transportation by 


intrastate company. 
3. A company obtaining gas from interstate pipe-line companies and selling 
gas within only one state is, nevertheless, a natural gas company within the 
meaning of the Natural Gas Act by reason of its transportation of gas in 
interstate commerce to its local distribution systems, p. 4. 


Gas, § 2.1 — Jurisdiction of Commission — Natural gas company — Facilities for 


local distribution. 


4. The provision of the Natural Gas Act making the act inapplicable to the 
local distribution of natural gas or to the facilities used for such distribution, 
relates to equipment for distributing gas among consumers within a particu- 
lar local community, not the high-pressure pipe lines transporting the gas 
to the local mains ; and an intrastate company obtaining its supply from inter- 
state pipe-line companies and transporting it to local communities for dis- 
tribution is not exempt from regulation, p. 5. 


Gas, § 2.1 — Jurisdiction of Commission — Natural gas company. 


5. A gas distributing company engaged in interstate commerce by reason of 
transmission line connections with pipe-line companies from which it ob- 
tains out-of-state gas for transportation to local communities where it dis- 
tributes the gas, is a natural gas company within the meaning of the Natural 
Gas Act and is subject to regulation by the Federal Power Commission even 
though it does not sell gas in interstate commerce for resale, p. 5. 


Gas, § 2.1 — Jurisdiction of Federal Commission — Effect of state regulation. 


6. The Federal Power Commission is not deprived of jurisdiction to regu- 
late a natural gas company transporting gas in interstate commerce, within 
the meaning of the Natural Gas Act, by reason of the fact that it operates 
only within one state and all of its business is fully subject to regulation 
by the state, p. 5. 


Appeal and review, § 28.2 — Accounting requirements by Federal Commission. 


7. Findings by the Federal Power Commission that orders requiring a nat- 
ural gas company to furnish accounting data and keep uniform accounts are 
necessary and proper, should not be rejected by the court on appeal when 
there is nothing in the record to show that the Commission has required the 
company to adopt any particular accounting method or make any particular 
report not reasonably related to the Commission’s granted powers in this 
respect, or that the Commission failed to make proper findings to support its 
order, p. 8. 


Accounting, § 5 — Burdensome requirements — Reasonableness. 


8. An order of the Federal Power Commission requiring a natural gas com- 
pany to furnish accounting data and keep accounts as prescribed by the 
Commission is not invalid on the ground that it is too burdensome, in the 
absence of evidence showing that the expense will lay so heavy a burden 
upon the company as to overpass the bounds of reason, p. &. 


Accounting, § 1.1 — Constitutional limitations — Rights of states. 


9. An order of the Federal Power Commission requiring a natural gas com- 
pany, subject to its jurisdiction and also subject to regulation by a state, 
to furnish accounting data and to keep accounts as prescribed by the Federal 
Commission is not invalid on the ground that it violates the reserved right 
of the state under the Tenth Amendment of the Constitution ; § 8(a) of the 
Natural Gas Act, 15 USCA § 717g (a), provides that nothing in the act 
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shall relieve such a company from keeping records as required under state 


law, p. 9. 


(JAcKSON and FRANKFuRTER, JJ., dissent.) 


APPEARANCES: Bradford Ross, of 
Washington, D. C., for petitioner; 
William B. Coakley, of Cleveland, 
Ohio, for respondent, East Ohio Gas 
Co.; Harry M. Miller, of Columbus, 
Ohio, for respondents, state of Ohio 
and Public Utilities Commission of 
Ohio; Walter R. McDonald, for the 
Indiana Public Service Commission et 
al., as amici curiae, by special leave of 
court. 


Back, J., delivered the opinion of 
the court: Section 1 (b) of the Nat- 


ural Gas Act’ provides that the act 
“shall apply to the transportation of 
natural gas in interstate commerce, to 
the sale in interstate commerce of nat- 
ural gas for resale for ultimate public 


consumption and to natural- 
gas companies engaged in such trans- 
portation or sale, but shall not apply 
to any other transportation or sale of 
natural gas or to the local distribution 
of natural gas or to the facilities used 
for such distribution . . . .” Sec- 
tion 2 (6), 15 USCA § 717a (6) de- 
fines “natural-gas company” as “a 
person engaged in the transportation 
of natural gas in interstate commerce 

” The Federal Power Com- 
mission, after hearings, found as facts 
that respondent East Ohio Gas Com- 
pany was a natural-gas company and 


subject to the Commission’s jurisdic- 
tion.* On these and subsidiary find- 
ings the company was ordered to keep 
accounts and submit reports as re- 
quired by the act. The Commission 
rejected the company’s contentions* 
that its operations were not covered 
by the act and that the expense of sup- 
plying the required information was 
so great as to transgress statutory and 
constitutional limits.° The court of 
appeals for the District of Columbia, 
without reaching other contentions, re- 
versed the Commission’s orders on 
the ground that the company was not 
“engaged in the transportation of gas 
in interstate commerce within the 
meaning of the act.””* Importance of 
the questions to administration of the 
act prompted us to grant certiorari. 


I 


[1] East Ohio owns and operates a 
natural gas business solely in Ohio, 
selling gas to more than half a million 
Ohio consumers through local distri- 
bution systems. Most of this natural 
gas is transported into Ohio from 
Kansas, Texas, Oklahoma, and West 
Virginia through pipe lines of Pan- 
handle Eastern Pipe Line Company 
and of Hope Natural Gas Company, 
an affiliate of East Ohio. Inside the 
Ohio boundary these interstate lines 





152 Stat 821, as amended by 56 Stat 83, 15 

USCA § 717 et seq. 

* The Commission instituted the proceedings 
on iis own motion and on complaint of the city 
of Cleveland, Ohio. Later other Ohio cities 
filed similar complaints. See (1939) 1 FPC 
586, 28 PUR NS 129; (1943) 4 FPC 15, 52 
PUR NS 91; (1944) 4 FPC 497. 

3 See note 15, infra. 

*The Public Utilities Commission of Ohio, 


an intervenor, made substantially the same con- 
tentions. 

5 (1947) 6 FPC 176, 74 PUR NS 256. Re- 
lated orders and discussions appear in (1943) 
4 FPC 15, 52 PUR NS 91; (1944) 4 FPC 
497 ; (1939) 1 FPC 586, 28 PUR NS 129; 
East Ohio Gas Co. v. Federal Power Commis- 
sion (1940) 38 PUR NS 397, 115 F2d 385. 

6 (1949) — US App DC —, 77 PUR NS 
97, 173 F2d 429. 
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connect with East Ohio’s large high- 
pressure lines in which the imported 
gas, propelled mainly by its own pres- 
sure, flows continuously more than 
100 miles to East Ohio’s local dis- 
tribution systems. The combined 
length of these high-pressure trunk 
lines is at least 650 miles. 

That this continuous flow of gas 
from other states to and through East 
Ohio’s high-pressure lines constitutes 
interstate transportation has been es- 
tablished by numerous previous deci- 
sions of this court. The gas does not 
cease its interstate journey the instant 
it crosses the Ohio boundary or en- 
ters East Ohio’s pipes, even though 
that company operates completely 
within the ‘state where the gas is fi- 
nally consumed. Respondents do not 
and cannot claim that their gas is not 
in interstate commerce.’ As we held 
in Interstate Nat. Gas Co. v. Federal 
Power Commission (1947) 331 US 
682, 688, 91 L ed 1742, 69 PUR NS 
1, 67 S Ct 1482, the meaning of “in- 
terstate commerce” in this act is no 
more restricted than that which there- 
tofore had been given to it in the opin- 
ions of this court. 

[2,3] Respondents contend, how- 
ever, that the word “transportation” 
in § 1 (b) must be construed as apply- 
ing only to companies engaged in the 
business of transporting gas in inter- 
state coramerce for hire or for sales 
to be followed by resales, whereas East 
Ohio does neither. The short answer 
is that the act’s language did not ex- 
press any such limitation. Despite the 
unqualified language of § 1 (b) mak- 


ing the act apply to “transportation of 
natural gas in interstate commerce,” 
respondents ask us to qualify that lan- 
guage by applying it only to businesses 
which both transport and sell natural 
gas for resale. They rely on a sen- 
tence in the declaration of policy, § 1 
(a), referring to “the business of 
transporting and selling natural gas 
. .’ But their contention that the 
word “and” in the policy provision 
creates an unseverable bond is com- 
pletely refuted by the clearly disjunc- 
tive phrasing of § 1 (b) itself. As 
we pointed out in Panhandle Eastern 
Pipe Line Co. v. Indiana Pub. Service 
Commission (1947) 332 US _ 50/7, 
516, 92 L ed 128, 71 PUR NS 97, 68 
S Ct 190, § 1 (b) made the Natural 
Gas Act applicable to three separate 
things: (1) the transportation of nat- 
ural gas in interstate commerce; (2) 
its sale in interstate commerce for re- 
sale; and (3) natural gas companies 
engaged in such transportation or sale. 
And throughout the act “transporta- 
tion” and “sale” are viewed as separate 
subjects of regulation. They have in- 
dependent and equally important 
places in the act. Thus, to adopt re- 
spondent’s construction would unduly 
restrict the Commission’s power to 
carry out one of the major policies of 
the act. Moreover, the initial interest 
of Congress in regulation of transpor- 
tation facilities was reémphasized in 
1942 by passage of an amendment to 
§ 7 (c) of the act broadening the 
Commission’s powers over the con- 
struction or extension of pipe lines. 


56 Stat 83, 15 USCA § 717f (c). 





7 See, e. g., Colorado-Wyoming Gas Co. v. 
Federal Power Commission (1945) 324 US 
626, 89 L ed 1235, 58 PUR NS 94, 65 S Ct 
850; Illinois Nat. Gas Co. v. Central Illinois 
Pub. Service Co. (1942) 314 US 498, 503, 86 
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L ed 371, 42 PUR NS 53, 62 S Ct 384. See 
also East Ohio Gas Co. v. Tax Commission 
(1931) 283 US 465, 470, 75 L ed 1171, 51 
S Ct 499; The Daniel Ball (1871) 10 Wall 
(77 US) 557, 19 L ed 999. 
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This amendment followed a report of 
the Commission to Congress pointing 
out that without amendment the act 
vested the Commission with inade- 
quate power to make “any serious ef- 
fort to control the unplanned con- 
struction of natural gas pipe lines with 
a view to conserving one of the coun- 
try’s valuable but exhaustible energy 
resources.”® We hold that the 
word “transportation” like the phrase 
“interstate commerce” aptly describes 
the movements of gas in East Ohio’s 
high-pressure pipe lines.® 

[4-6] Respondents also contend 
that East Ohio is exempt from the act 
because all its facilities come within 
the proviso in § 1 (b) making the act 
inapplicable “to the local distribution 


of natural gas or to the facilities used 
for such distribution .” But 
what Congress must have meant by 
“facilities” for “local distribution” was 
equipment for distributing gas among 
consumers within a particular local 
community, not the high-pressure pipe 
lines transporting the gas to the local 
mains. For in decisions prior to en- 
actment of the statute this court had 
sharply distinguished between the 
two: it had made it clear that the na- 
tional commerce power alone covered 
the high-pressure trunk lines to the 
point where pressure was reduced and 
the gas entered local mains, while the 
state alone could regulate the gas aft- 
er it entered those mains.”* The legis- 
lative history shows that the attention 





8 Federal Power Commission, Twentieth 
Annual Report (1940) p. 78. See Wheat. Ad- 
ministration by the Federal Power Commission 
of the Certificate Provisions of the Natural 
Gas Act, 14 Geo Wash Law Rev 194, 197. 

9In the Pipe Line Cases (United States v. 
Ohio Oil Co.) [1914] 234 US 548, 562, 58 
L ed 1459, 34 S Ct 956, this court held that 
the Uncle Sam Oil Company was not engaged 
in “transportation” of oil, within the statutory 
meaning of that word in the Interstate Com- 
merce Act, where it was “simply drawing oil 
from its own wells across a state line to its 
own refinery for its own use, and that is all 
“— ” This holding as to the meaning of 
transportation in the Interstate Commerce Act 
has slight force, if any, in determination of the 
word’s meaning under this different and far 
more comprehensive act. Furthermore, East 
Ohio is not merely moving gas for processing 
in its own plants. It buys and transports it 
for sale; there is no further processing of any 
kind, except for eventual reduction of pressure. 
This puts East Ohio’s transportation more 
nearly in the category of that which we held 
to bring oil transportation within the coverage 
of the Interstate Commerce Act. Valvoline 
Oil Co. v. United States (1939) 308 US 141, 
145. 84 L ed 151, 60 S Ct 160; Champlin Re- 
fining Co. v. United States (1946) 329 US 
29, 91 L ed 22, 66 PUR NS 65, 67 S Ct 1. 
In the latter case transported oil was to be sold 
in interstate commerce, while here the sale was 
to be made in intrastate commerce. This dif- 
ference, however, is no persuasive reason why 
the special holding in the Uncle Sam case 
should be expanded to control our holding here. 

10Tn both Kansas Pub. Utilities Commission 


v. Landon, 249 US 236, 245, 63 L ed 577, PUR 
1919C 834, 39 S Ct 268, and Pennsylvania Gas 
— v. Public Service Commission, 252 US 23, 

28, 64 L ed 434, PURI920E 18, 40 S Ct 279, 
this court held that states could regulate re- 
tail sales of interstate gas to local consumers. 
In the Landon Case the court reasoned that 
state control of a local distributing company 
was permissible because “interstate movement 
ended when the gas passed into local mains.” 
The Pennsylvania Gas decision, however, was 
based on a completely different line of reason- 
ing. The court held that the gas continued in 
interstate commerce until it reached the burner 
tips, but nevertheless permitted state regula- 
tion because retail sales presented a problem 
of local rather than national concern. In Mis- 
souri ex rel. Barrett v. Kansas Nat. Gas Co. 
265 US 298, 310, 68 L ed 1027, PUR1924E 
78, 44 S Ct 544, the court resolved these con- 
flicting doctrines by readopting the Landon 
rule. It limited the Pennsylvania Gas holding 
to its precise facts by interpreting that decision 
as resting solely on the Landon principle that 
states could regulate charges for service to 
local consumers. Rhode Island Pub. Utilities 
Commission v. Attleboro Steam & Electric Co. 
273 US 83, 89, 71 L ed 549, PUR1927B 348, 
47 S Ct 294, reaffirmed this choice of doctrine, 
applying it to a company which like East Ohio, 
transmitted its product (electricity) wholly 
within one state. In East Ohio Gas Co. v. 
Tax Commission, supra, note 7, 283 US at pp. 
470-472, the court recognized that the doc- 
trine of Pennsylvania Gas extending interstate 
commerce to the burner tips was in conflict 
with and must yield to the doctrine of the 
Landon and Kansas Gas Cases, supra. See 
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of Congress was directly focused on 
the cases drawing this distinction. It 
was because these cases had barred 
Federal regulation of community sup- 
ply systems that the Committee Re- 
port could correctly describe the “local 
distribution” proviso as_ surplusage 
which was “not actually necessary.” ™ 
We are wholly unpersuaded that Con- 
gress intended to treat trunk lines like 
East Ohio’s as though they were mere 
integrated facilities of the numerous 
community supply systems which they 
service. Indeed, as respondents ad- 
mitted upon oral argument here, the 
logical consequence of such a principle 
would be that even a pipe line stretch- 
ing from Texas to Cleveland would 
be completely exempt from the Fed- 
eral Commission’s jurisdiction if it 
were owned by East Ohio. To draw 


such a strained inference from the con- 
gressional exemption of local distribu- 


tion systems would ignore the im- 
portance of nationally controlling in- 
terstate pipe lines in order to preserve 
“equality of opportunity and treat- 
ment among the various communities 
and states concerned.” Missouri ex 
rel. Barrett v. Kansas Nat. Gas Co. 
265 US 298, 310, 68 L ed 1027, PUR 
1924E 78, 44 S Ct 544. 

What we have said indicates that 
East Ohio comes squarely within the 
coverage of the act as set out in §$§ 1 
(b) and 2 (6). Nevertheless re- 


spondents contend that this express 
coverage is restricted by the broad 
purpose of the act to provide Federal 
regulation only for those companies 
which states could not regulate. Urg- 
ing that all of East Ohio’s business is 
fully subject to regulation by the state, 
they rely on statements by this court 
that Congress intended not to cut 
down state regulatory power, but rath- 
er to supplement it by closing “the 
gap created by the prior decisions.” 
Panhandle Eastern Pipe Line Co. vy. 
Indiana Pub. Service Commission 
(1947) 332 US 507, 517-519, 92 L 
ed 128, 71 PUR NS 97, 68 S Ct 190; 
see also Ohio Pub. Utilities Commis- 
sion v. United Fuel Gas Co. (1943) 
317 US 456, 467, 87 L ed 396, 46 
PUR NS 257, 63 S Ct 369. We ad- 
here to those statements. But prior 
constitutional decisions, not what we 
have since decided or would decide to- 
day, form the measure of the gap 
which Congress intended to close by 
this act. Illinois Nat. Gas Co. v. Cen- 
tral Illinois Pub. Service Co. (1942) 
314 US 498, 508, 86 L ed 371, 42 
PUR NS 53, 62 S Ct 384; and see 
Parker v. Motor Boat Sales (1941) 
314 US 244, 250, 86 L ed 184, 62 S 
Ct 221. 

In a series of cases repeatedly called 
to the attention of the House Commit- 
tee,” this court had declared that 
states could regulate interstate: gas 





note 13 infra. Thus when the Natural Gas 
Act was passed this court’s decisions had al- 
ready resulted in a sharp cleavage between 
local distribution facilities and high-pressure 
pipe lines serving those facilities. 

11 The report stated that the proviso was 
“not actually necessary, as the matters speci- 
fied therein could not be said fairly to be cov- 
ered by the language affirmatively stating the 
jurisdiction of the Commission.” H. R. Rep. 
No. 709, 75th Cong. Ist Sess. pp. 3, 4. This 
could only mean that the phrase “interstate 
commerce” was construed by the committee, 
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as it had been by this court, to exclude “local 
distribution.” 

12 The record of the committee hearings is 
crowded with repeated references to the cases 
discussed in note 10 supra; no other cases re- 
ceived such emphasis. The general solicitor 
for the National Association of Railroad and 
Utilities Commissioners, for example, explained 
to the House Subcommittee considering the 
proposed bill that the East Ohio Case, supra, 
“established very clearly that a state has juris- 
diction to regulate the business of distributing 
gas after it has been imported, and the pres- 





F. P. C. v. EAST OHIO GAS CO. 


only after it was reduced in pressure 
and entered a local distribution sys- 
tem. Kansas Pub. Utilities Commis- 
sion v. Landon, 249 US 236, 243, 63 
L ed 577, PUR1919C 834, 39 S Ct 
268; Missouri ex rel. Barrett v. Kan- 
sas Nat. Gas Co. supra, 265 US at p. 
310, PUR1924E at p. 83; Rhode Is- 
land Pub. Utilities Commission v. At- 
tleboro Steam & Electric Co. 273 US 
83, 89, 71 L ed 549, PUR1927B 348, 
47 S Ct 294; and see East Ohio Gas 
Co. v. Tax Commission (1931) 283 
US 465, 470-472, 75 L ed 1171, 51 
S Ct 499.% Under these decisions 
state regulatory power could not reach 
high-pressure trunk lines and sales for 
resale. This was the “gap” which 
Congress intended to close. It there- 
fore acted under the Federal com- 


merce power to regulate what these 
decisions had indicated that the states 


could not. We have already held that 
in so doing Congress subjected to Fed- 
eral regulation a company transport- 
ing interstate gas, and selling it for re- 
sale, wholly within one state. Illinois 
Nat. Gas Co. v. Central Illinois Pub. 
Service Co. supra.“* The only respect 
in which East Ohio differs from that 
company is that it sells gas direct to 
consumers rather than for resale. This 


difference is immaterial. For as we 
have already pointed out, East Ohio 
comes directly within the express pro- 
vision granting power to the Commis- 
sion to regulate “transportation of 
natural gas in interstate commerce,” 
just as the Illinois Company came di- 
rectly within the express provision 
covering sale for resale. And in the 
light of the Illinois Gas decision we 
cannot see how the “local distribu- 
tion” proviso can be construed as en- 
compassing all of East Ohio’s opera- 
tions throughout the state. That 
proviso cannot mean one thing for 
“transportation” and another where 
“sale for resale” is involved. 

Here as elsewhere, once a company 
is properly found to be a “natural gas 
company,” no state can interfere with 
Federal regulation. That a state 
Commission might also have some 
regulatory power would not preclude 
exercise of the Commission’s function. 
Connecticut Light & P. Co. v. Federal 
Power Commission (1945) 324 US 
515, 533, 89 L ed 1150, 58 PUR NS 
1, 65 S Ct 749; Rhode Island Pub. 
Utilities Commission v. Attleboro 
Steam & Electric Co. supra, 273 US at 
pp. 89, 90, PUR1927B at p. 353. Nor 
does the act purport to abolish all over- 





sure has been stepped down to permit of local 
distribution. It, however, leaves the state au- 
thorities still subject to the rule announced in 
the Kansas Case. ” The solicitor of 
the Federal Commission pointed out to the 
same committee that “The states cannot con- 
trol the wholesale rates extracted for natural 
gas thus transported, nor may they regulate 
any other of the phases of interstate transpor- 
tation.” Amendments which would have spe- 
cifically exempted from Federal regulation all 
companies operating wholly within one state 
were proposed but rejected. 

13 See note 10 supra. The East Ohio Case 
cited above concerned the question of whether 
the company was subject to state taxes. The 
tax doctrines involved are irrelevant here. Un- 
deniably relevant, however, is the fact that 
Congress directly considered the doctrine of 


interstate commerce enunciated in that case: 
that transportation of out-of-state gas to the 
local systems “is essentially national—not local 
—in character and is interstate commerce with- 
in as well as without that state.” 283 US at 
p. 470. 

14 There are implications in the court’s opin- 
ion that under prevailing constitutional doc- 
trine a state might now, in the absence of 
Federal legislation, regulate such a company 
as Illinois Gas or East Ohio, supra. See IIli- 
nois Nat. Gas Co. v. Central Illinois Pub. 
Service Co. supra, 314 US at p. 504, 42 PUR 
NS at p. 56, discussed in Panhandle Eastera 
Pipe Line Co. v. Indiana Pub. Service Com- 
Py supra, 332 US at p. 512, 71 PUR NS 

100. But compare Hood & Sons v. Du- 
Mend (1949) 336 US 525, 545, 93 L ed 865, 
878, 69 S Ct 657. 
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lapping. Section 5 (b), 15 USCA 
§ 717d (b), for example, provides that 
the Commission may “investigate and 
determine the cost of the production 
or transportation of natural gas by a 
natural-gas company in cases where 
the Commission has no authority to 
establish a rate governing the trans- 
portation or sale of such natural gas.” 
Yet clearly the state agency establish- 
ing such a rate would have equivalent 
authority. 

We find no language in the act in- 
dicating that Congress meant to create 
an exception for every company trans- 
porting interstate gas in only one 
state. Regardless of whether it might 
have been wiser and more farseeing 
statesmanship for Congress to have 
made such an exception, we should not 
do so through the interpretative proc- 
ess. There is nothing in the legislative 
history which authorizes us to inter- 
pret away the plain congressional man- 
date. 


II 


[7,8] A contention, not passed on 
by the court of appeals but urged here 
by respondents, is that compliance 
with the Commission’s accounting and 
report orders would impose so great 
a burden on East Ohio “as to make 
such orders transgress statutory and 
constitutional limits.” Our attention 
is not specifically referred to anything 
in the record showing that the Com- 


mission has required East Ohio tu 
adopt any particular accounting meth- 
od or make any particular report not 
reasonably related to the Commis- 
sion’s granted powers in this respect.” 
Nor did the Commission fail to make 
proper findings to support its order. 
All of the Commission requirements 
affirmatively appear to call for the pre- 
cise kind of accounting system, infor- 
mation, and reports that Congress 
deemed relevant and necessary for the 
Commission to have in performing its 
regulatory duties. The principles of 
law governing such requirements were 
adequately set out by Mr. Justice Car- 
dozo speaking for the court in Ameri- 
can Teleph. & Teleg. Co. v. United 
States (1936) 299 US 232, 81 L ed 
142, 16 PUR NS 225, 57 S Ct 170. 
See also Northwestern Electric Co. v. 
Federal Power Commission (1944) 
321 US 119, 88 L ed 596, 52 PUR 
NS 86, 64 S Ct 451. Measured by 
these criteria for judicial review of 
such orders, we find no reason to re- 
ject the Commission’s findings that 
the orders here issued were necessary 
and proper as applied to East Ohio. 
And as to the cost of compliance, it is 
sufficient to say as the court said in 
the American Teleph. & Teleg. Case, 
supra, 299 US at p. 247, 16 PUR NS 
at p. 235: “The evidence does not 
show that the expense will 
lay so heavy a burden upon the com- 





15 The orders here primarily rest on Com- 
mission regulations pursuant to the following 
sections. Section 6(a) authorizes the Com- 
mission to require a natural gas company to 
file “an inventory of all or any part of its 
property and a statement of the original cost 
thereof and keep the Commission informed re- 
garding all additions, betterments, extensions 
and new construction.” Section 8(a) makes 
it the duty of such companies to keep “such 
accounts, records of cost-accounting proce- 
dures,” etc., as the Commission may by rules 
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and regulations prescribe. Section 10(a) simi- 
larly requires “annual and other periodic or 


special reports.” Section 5(b) authorizes the 
Commission to “investigate and determine the 
cost of the transportation of natural 
gas by a natural gas company” even where the 
Commission has no authority to establish rates 
for the transportation or sale of that gas. 
Section 16 vests the Commission with broad 
powers to prescribe general orders, rules, and 
regulations found “necessary or appropriate 
to carry out the provisions of this act.” 
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panies as to overpass the bounds of 
reason.” 7° 

[9] The contention that the Com- 
mission’s order violates the reserved 
rights of the states under the Tenth 
Amendment is foreclosed by the 
court’s holding in Northwestern 
Electric Co. v. Federal Power Com- 
mission, supra, 321 US at p. 125, 52 
PUR NS at p. 90. Section 8 (a) of 
the Natural Gas Act, 15 USCA § 717 
g (a), itself provides that “nothing 
in this act shall relieve any such nat- 
ural-gas company from keeping any 
accounts, memoranda, or _ records 
which such natural-gas company may 
be required to keep by or under au- 
thority of the laws of any state.” 

The Commission’s order is valid 
and should be enforced. 

Reversed. 


Mr. Justice Douglas and Mr. Jus- 
tice Burton took no part in the con- 
sideration or decision of this case. 


Jackson, J., whom FRANKFURTER, 
J., joins, dissenting: If this were a 
case of applying an explicit policy of 
Congress to one recalcitrant gas com- 
pany, there would of course be no dis- 
sent. But if it were such, we would 
not be likely to find the state of Ohio 
and her Utility Commission, the Na- 
tional Association of Railroad and 
Utility Commissioners, and public au- 
thorities of several states, including 
some with notable records for protect- 
ing the public interest, here helping the 
utility. This alliance of state authori- 
ties against the Federal Power Com- 
mission suggests that there must be 
more to this case than meets the eye. 


The key to an understanding of the 
Federal Natural Gas Act is its pur- 
pose to supplement but not to supplant 
state regulation. Before passage of 
the act, each state was able to regulate 
the ultimate price of natural gas dis- 
tributed to its consumers. Pennsyl- 
vania Gas Co. v. Public Service Com- 
mission, 252 US 23, 64 L ed 434, 
PURI920E 18, 40 S Ct 279. This 
court has never denied any state that 
power. But in doing so they were 
obliged to allow as operating costs 
what the distributing company paid 
for the gas when brought into its sys- 
tem from out of the state. This pur- 
chase price the state could not regu- 
late, often not even investigate, and 
the purchases frequently were from af- 
filiates, a fact which might cool the 
local company’s normal zeal to drive a 
good bargain for itself and its con- 
sumers. Hence, the states appealed to 
Congress to set up machinery to fix 
the import price of out-of-state gas. 
This was all that the states asked the 
Federal government to do, and it is 
everything that the Federal Power 
Commission revealed any purpose to 
do while the legislation was pending. 
Its solicitor summarized the purposes 
before a subcommittee of the House 
Committee on Interstate and Foreign 
Commerce, as follows: “The whole 
purpose of this bill is to bring under 
Federal regulation the pipe lines and 
to leave to the state Commissions con- 
trol of distributing companies and 
over their rates, whether that gas 
moves in interstate commerce or not.” 
Hearings before a Subcommittee of 
the House Committee on Interstate 





16 The Commission found that East Ohio’s 
estimate placing the cost of compliance at be- 
tween $1,500,000 and $2,000,000 was “not con- 
vincing, for our experience with other com- 


panies with greater property investment indi- 
cates that this estimate is considerably exag- 
gerated.” (1947) 6 FPC 176, 183, 74 PUR 
NS 256, 263. 
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and Foreign Commerce on H. R. 
11662, 74th Cong. 2d Sess. 24. That 
is what the state authorities active in 
promoting the legislation seem to have 
believed had been accomplished. 

East Ohio is an all-Ohio company, 
deriving income solely from distribut- 
ing gas directly to Ohio consumers. 
It sells no gas for resale. All of its 
assets are located and all of its business 
is transacted in Ohio. Since 1911, the 
Ohio State Commission has exercised 
regulatory powers over it which have 
included rate making, authorizing ac- 
quisition of sale of property, approval 
of capitalization and security issues, 
complete control of accounting prac- 
tices, and requiring detailed periodic 
reports. Except for inability to fix 
the price at which gas should be de- 
livered to the company at the state 
line, Ohio is able to supervise and reg- 


ulate this utility completely and con- 
tinuously. 

The Federal Power Commission, as 
authorized by the act, fixed the state- 
line price that East Ohio must pay for 


its out-of-state supplies. But now it 
seeks to go beyond this and superim- 
pose some features of its regulation 
which conflict with the regulation of 
the identical subject matter by the 
state of Ohio. How much farther than 
the order here under review the Com- 
mission will go in supplanting or du- 
plicating state regulation is not clear 
from its argument, and how far it can 
go is rendered unclear by the court’s 
opinion which expressly approves 
some overlapping but leaves its bounds 
in carefully stated doubt. The anx- 
iety which this program stirs among 
other states is explained by its magni- 
tude. The Power Commission in its 
petition here notes forty-three pending 
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cases in which it takes this same posi- 
tion vis-a-vis state regulation. 

It appears that the present particn- 
lar issue arises because the Commis- 
sion has theories of accounting dif- 
ferent from those the state has seen fit 
to accept. The Federal Commission 
has ordered East Ohio to change its 
entire accounting system for all of its 
properties at a very heavy cost. This 
requires it either to conduct its ac- 
counting contrary to laws of Ohio and 
the orders of the state Commission or 
perhaps to keep two sets of books. 
This is a real conflict in which experi- 
ence shows state control will wither 
away and leave the Federal rule in 
possession of the field. 

This court can sustain such overlap- 
ping and overriding of the state’s au- 
thority only by repudiating its own re- 
cent statements. After reviewing the 
history of the Natural Gas Act, we 
have said that “Congress meant to 
create a comprehensive scheme of reg- 
ulation which would be complemen- 
tary in its operation to that of the 
states, without any confusion of func- 
tions.” Ohio Pub. Utilities Commis- 
sion v. United Fuel Gas Co. (1943) 
317 US 456, 467, 87 Led 396, 
46 PUR NS 257, 264, 63 S Ct 
369. In a later case, quoting H. R. 
Rep. No. 709, 75th Cong. Ist Sess., 
we said that “[T]he bill was designed 
to take ‘no authority from state Com- 
missions’ and was ‘so drawn as to 
complement and in no manner usurp 
state regulatory authority.’”’ Federal 
Power Commission v. Hope Nat. Gas 
Co. (1944) 320 US 591, 610, 88 L 
ed 333, 51 PUR NS 193, 64 S Ct 281. 
Quoting the same House Report, we 
thereafter pointed out that “[T]he 
‘basic purpose’ of Congress in passing 
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the Natural Gas Act was ‘to occupy 
this field in which the Supreme Court 
has held that the states may not act.’ ” 
Interstate Nat. Gas Co. v. Federal 
Power Commission (1947) 331 US 
682, 690, 91 L ed 1742, 69 PUR NS 
1, 6, 67 S Ct 1482. And only last 
year we observed that, “The Natural 
Gas Act was designed to supplement 
state power and to produce a harmoni- 
ous and comprehensive regulation of 
the industry. Neither state nor Fed- 
eral regulatory body was to encroach 
upon the jurisdiction of the other.” 
Federal Power Commission v. Pan- 
handle Eastern Pipe Line Co. 337 US 
498, 513, 93 L ed —, 81 PUR NS 
161, 170, 69 S Ct 1251. 

What defines the point beyond 
which the provisions of the act shall 
not apply? The court suggests that 
there is an inherent limitation on 
the affirmative grant of power which 
would render surplusage the clause 
in § 1 (b) denying application of 
the act to “the local distribution 
of natural gas or to the facilities 
used for such distribution.” Or 
it may be this exclusionary clause 
itself. At any rate, the cowrt 
finds the dividing line of jurisdiction 
to be drawn by physical characteris- 
tics of the transmission lines. It seizes 
upon the point where the high pressure 
at which gas is transmitted any sub- 
stantial distance is reduced to the low 
pressure at which it must be served to 
customers’ burners through the com- 
munity supply lines as the outer limit 
of the “local” area reserved to the 
states. 

Recognizing the purpose of the Fed- 


eral Natural Gas Act of June 21, 1938, 
to regulate only that which was un- 
regulated and unregulatable by the 
states, the court assumes that deci- 
sions prior to its passage, “not what 
we have decided or would decide to- 
day,” fix the states’ power for the pur- 
poses of measuring that of the Com- 
mission. The court has heretofore fol- 
lowed the principle that Congress does 
not intend to freeze the impact of its 
legislation within current judicial de- 
cisions in the absence of evidence 
which makes such intention unmis- 
takable. United States v. South-East- 
ern Underwriters Asso. (1944) 322 
US 533, 88 L ed 1440, 64 S Ct 1162. 
But today it makes no effort to look 
for evidence of such an intention and 
had it searched it would not have 
found it. Cf. Helvering v. Griffiths 


(1943) 318 US 371, 87 L ed 843, 63 


S Ct 636; Parker v. Motor Boat Sales 
(1941) 314 US 244, 86 L ed 184, 62 
S Ct 221. 

Today’s anomalous result whereby 
the Commission is given regulatory 
power over the intrastate distribution 
facilities of a gas company over whose 
sales it admittedly has no jurisdiction 
is based upon the premise that para- 
mount in Congress’ mind in dealing 
with cases prior to passage of the act, 
was, not the holdings of applicable 
cases relating to regulation, but the 
peculiarly mechanistic formula em- 
ployed principally in 1931 in East 
Ohio Gas Co. v. Tax Commission 
(1931) 283 US 465, 75 L ed 1171, 
51 S Ct 499, as a means of holding 
that the state of Ohio could levy an 
excise tax based on the entire gross 





1In the East Ohio tax case the reduction 
of pressure and expansion of volume of the gas 
at the point of entrance into local supply mains 
was compared to the breaking of an original 


package after shipment in interstate commerce, 
so that its contents could be treated, prepared 
for sale, and sold at retail. 
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receipts from sales to local consumers 
by an interstate gas company. 

I find no convincing indication, ei- 
ther in the language of the act or in its 
legislative history, that Congress in- 
tended that we should be forever 
bound, in construing this legislation, 
either by the then current decisions as 
to limitations of the Commerce Clause 
on state power, cf. United States v. 
South-Eastern Underwriters Asso. 
supra, or by the then current criteria 
of what separated local from nonlocal 
facilities. The crucial question is not 
whether this court in 1931 would have 
held a given factual situation without 
the area of local distribution and be- 
yond the reach of state regulation, but 
whether this court today can say that 
the Federal power can be exerted be- 
cause the state power cannot be exert- 
ed. So long as we pay even lip serv- 
ice to Congress’ intention to leave to 
the states that which they can regu- 
late, we cannot satisfactorily beg this 
question. 

But even if the court is to shift to 
the doctrine that Congress casts its 
acts forever in the mold made by prior 
decisions of this court, the pressure 
reduction station now relied upon to 
limit “local” had lost its standing even 
in tax cases and never was accepted in 
regulation cases. If Congress was in- 
terested in tax case criteria when it 
passed the Natural Gas Act, it must 
have known of this court’s disdainful 


disregard of pressure changes in favor 
of emphasis on the difference between 
wholesale and retail distribution less 
than half a year after the East Ohio 
tax decision. State Tax Commission 
v. Interstate Nat. Gas Co. (1931) 
284 US 41, 76 L ed 156, 52 S Ct 62! 
And yet, although the Committee 
Reports and the records of congres- 
sional debates on the Natural Gas Act 
may be scanned in vain for any men- 
tion of this pressure reduction point, 
we are now asked to believe that Con- 
gress fixed it as the point where state 
control should end and Federal control 
should begin. With this approach, to- 
day’s decision confines the states’ reg- 
ulatory power to the service area, 
bounded by the low-pressure transmis- 
sion system, which means practically 
within the city gates. By its emphasis 
on this pressure change the court finds 
a “plain congressional grant of Com- 
mission jurisdiction over high-pres- 
sure pipe lines such as those of East 
Ohio.” However, this pressure factor 
is one which we found immaterial in 
Interstate Nat. Gas Co. v. Federal 
Power Commission, supra, 331 US at 
p. 689, 69 PURNS at p. 6, where, 
with rare unanimity, we put our em- 
phasis upon the fact of sale for resale 
in interstate commerce. But today it 
is the difference between retail and 
wholesale operations which is termed 
immaterial, so long as the factor of 
high-pressure pipe lines is present. 





2The question before the court concerned 
the power of the state of Mississippi to tax 
wholesale operations of an interstate pipe- -line 
company. Curtly dismissing the state’s argu- 
ments resting on the fact that the gas pres- 
sure had been reduced before the sale for re- 
sale, the court held, as succinctly stated in the 
headnote: “The selling of gas wholesale to 
local, independent distributors from a supply 
passing into and through the state in interstate 
commerce, does not become a local affair and 
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subject to a local privilege tax merely because 
the vendor, to deliver the quantities sold, uses 
a thermometer and a meter and reduces the 
pressure.” In its argument to the court, 284 
U. S., at p. 42, the state had presented the 
analogy of pressure reduction to the breaking 
of an original package shipped in interstate 
commerce, cf. note 1, supra, State Tax Com- 
— v. Interstate Nat. Gas Co. supra, 284 


US 4 
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This shift in emphasis rests upon in- 
ferences drawn from the legislative 
history of the Natural Gas Act which 
are wholly inconsistent with those 
drawn in our prior decisions examin- 
ing the subject. Heretofore we have 
been careful consistently to observe 
that Congress did not attempt to oc- 
cupy the entire field within the limits 
of its constitutional power, and until 
today we have insisted that in extend- 
ing Federal regulation Congress “was 
meticulous to take in only territory 
which this court had held the states 
could not reach.” Panhandle Eastern 
Pipe Line Co. v. Indiana Pub. Service 
Commission (1947) 332 US 507, 514, 
92 L ed 128, 71 PUR NS 97, 101, 
68 S Ct 190. We said only two years 
ago in that case that “[B]y 1938 the 
court had delineated broadly between 
the area of permissible state control 
and that in which the states could not 
intrude. The former included inter- 
state direct sales to local consumers, 
as exemplied in Pennsylvania Gas Co. 
v. Public Service Commission, 252 
US 23, 64 L ed 434, PUR1920E 18, 
40 S Ct 279; the latter, service inter- 
state to local distributing companies 
for resale, as held in Missouri ex rel. 
Barrett v. Kansas Nat. Gas Co. 265 
US 298, 68 L ed 1027, PUR1924E 
78, 44 S Ct 544, reinforced by Rhode 
Island Pub. Utilities Commission v. 
Attleboro Steam & Electric Co. 273 
US 83, 71 L ed 549, PUR1927B 348, 
47 S Ct 294.” And we went on to 
say that the purpose of the legislation 
was to make state regulation effective 
“by adding the weight of Federal reg- 
ulation to supplement and reinforce it 
in the gap created by the prior de- 
cisions.” Supra, 332 US at p. 517, 
71 PUR NS at p. 103. And see In- 


terstate Nat. Gas Co. v. Federal Pow- 
er Commission (1947) 331 US 682, 
689, 91 L ed 1742, 69 PUR NS 1, 67 
S Ct 1482; also, Federal Power Com- 
mission v. Hope Nat. Gas Co. (1944) 
320 US 591, 609, 88 L ed 333, 51 
PUR NS 193, 64 S Ct 281, quoting 
from Illinois Nat. Gas Co. v. Central 
Illinois Pub. Service Co. (1942) 314 
US 498, 506, 86 L ed 371, 42 PUR 
NS 53, 62 S Ct 384. We could hard- 
ly have said more clearly that the 
“gap” was in the wholesale realm of 
the natural gas industry in interstate 
commerce. 

The court’s opinion professes to ad- 
here to these statements relating to the 
gap Congress intended to close. But 


it first widens the gap, squarely upon 
the premise that, under decisions of 
this court called to Congress’ atten- 
tion prior to passage of the act, the 


state regulatory power could not 
reach transmission lines for interstate 
gas outside the point of reduction in 
pressure. Actually, no decision could 
have been called to the attention of 
Congress, and none is or can be cited 
today, in which this court held that 
any of the intrastate transmission 
lines of any retail gas, electric, or sim- 
ilar company, within or without the 
pressure-reduction point, were beyond 
the state regulatory authority. Nor 
was this question even at issue in any 
case cited by the court in support of 
its premise. That is not to say that 
the question was not considered, how- 
ever. Quite to the contrary, less than 
two months before passage of the 
Natural Gas Act, this court, through 
the pen of Mr. Chief Justice Hughes, 
in a case not cited by the court, de- 
clared that such transmission lines 
were properly within the sphere of 
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state rate-making powers. Lone Star 
Gas Co. v. Texas (1938) 304 US 
224, 82 L ed 1304, 24 PUR NS 119, 
58 S Ct 883.8 And so if Congress 
were consulting the decisions of this 
court to define the gap in state power, 
which it must fill with the Commis- 
sion’s function, it found the latest, 


and all but unanimous one, to declare 
that no gap such as the court per- 
ceives today was then existent. 
Although the scope of the Natural 
Gas Act was not limited to sales of 
natural gas in interstate commerce for 
it must be recognized that, if 


resale, 
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any one thing is clear from the legisla- 
tive history of this act, it is that Con- 
gress’ paramount concern was to es- 
tablish regulation of such prices.* And 
it must likewise be recognized that, 
whatever of our old doctrines may 
have been frozen into the act, could 
not include the point of pressure re- 
duction and entrance into municipal 
lines as the measure of state regula- 
tory authority for no such doctrine 
can be found in our cases. 

Thus it is apparent that in selecting 
the point to mark either the inherent 
limitation in the act’s affirmative 





3In the Lone Star Case this court exam- 
ined the validity of an order of a Texas Com- 
mission fixing the rate to be charged by the 
Lone Star company for gas sold to local dis- 
tributing companies at the gates of numerous 
Texas communities. Most of the Lone Star 
gas was piped from fields in the Texas Pan- 
handle, but across a segment of Oklahoma. A 
small amount was produced or purchased in 
Oklahoma, piped into Texas, treated, and added 
to the local supply. Thus commingled beyond 
separate recognition, both types of gas were 
conducted through high-pressure lines and sold 
to the various retail distributing companies. 
Because of the interrelated corporate structure 
of Lone Star and these distributing companies, 
the court treated them as one operating unit, 
and approved the state’s exercise of its rate- 
making power based upon valuation of the en- 
tire integrated system. 

4H. R. Rep. No. 709, 75th Cong. Ist Sess., 
adopted without change in S. Rep. No. 1162, 
75th Cong. Ist Sess., said of the proposed bill 
which became the Natural Gas Act: “. . 
The states have, of course, for many years 
regulated sales of natural gas to consumers in 
intrastate transactions. The states have also 
been able to regulate sales to consumers even 
though such sales are in interstate commerce, 
such sales being considered local in character 
and in the absence of congressional prohibition 
subject to state regulation. (See Pennsylvania 
Gas Co. v. Public Service Commission, 252 
US 23, 64 L ed 434, PUR1920E 18, 40 S Ct 
279.) There is no intention in enacting the 
present legislation to disturb the states in their 
exercise of such jurisdiction. However, in the 
case of sales for resale, or so-called wholesale 
sales, in interstate commerce (for example 
sales by producing companies to distributing 
companies) the legal situation is different. 
Such transactions have been considered to be 
not local in character and, even in the absence 
of Congressional action, not subject to state 
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regulation. (See Missouri ex rel. Barrett v. 
Kansas Nat. Gas Co. 265 US 298, 68 L ed 
1027, PUR1924E 78, 44 S Ct 544, and Rhode 
Island Pub. Utilities Commission v. Attleboro 
Steam & Electric Co. 273 US 83, 71 L ed 549, 
PUR1927B 348, 47 S Ct 294.) The basic pur- 
pose of the present legislation is to occupy 
this field in which the Supreme Court has held 
that the states may not act.’ 


Congressional debates on the bill were simi- 
larly concerned with those aspects of the nat- 
ural gas industry over which no state regu- 
latory control existed. These debates were 
led, in the House, by Chairman Lea of the 
Committee on Interstate and Foreign Com- 
merce, and, in the Senate, by Chairman 
Wheeler of the Committee on Interstate Com- 
merce. In his explanatory statement the 
former declared, “The primary purpose of the 
pending bill is to provide Federal regulation, 
in those cases where the state Commissions 
lack authority, under the interstate commerce 
law. This bill takes nothing from the state 
Commissions; they retain all the state power 
they have at the present time.” 81 Cong Rec 
6721. And he added later, “The object of this 
bill is to supply regulation in those cases 
where the state Commission has no power to 
regulate.” Ibid. Committee member Halleck 
assured the House that, “[T]his bill seeks 
only'to reach those sales where the sale is for 
resale to the ultimate consumer.” I[d., 6723. 
And in the Senate, Chairman Wheeler de- 
clared: “There is no attempt and can be no 
attempt under the provisions of the bill to regu- 
late anything in the field except where it is not 
regulated at the present time. It applies only 
as to interstate commerce and only to the 
wholesale price of gas.” 81 Cong Rec 9313. 

Neither the East Ohio Case, supra, nor its 
mechanistic formula was emphasized or even 
adverted to in the Committee Reports or in 
the congressional debates. 
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grant of power to the Commission, or 
the corollary limit imposed by the 
clause excluding facilities used in local 
distribution, the court has resorted to 
criteria neither supportable by this 
court’s decisions prior to the act nor 
even claimed to be consistent with its 
most recent doctrines. 

3ut if the pressure-reduction point 
cannot be resurrected from the East 
Ohio tax case to bound the facilities 
used in the local distribution of natural 
gas in interstate commerce, what cri- 
teria can we employ? It is not as 
though a simple, unsophisticated an- 
swer were not available. It seems to 
me that the obvious answer is that 
intrastate transmission lines, of a re- 
tail gas company, devoted exclusively 
to serving communities within the 
state are facilities used in the local 
distribution of natural gas and are ac- 
cordingly excepted from application 
of the act. For it must not be for- 
gotten that if justification for today’s 
decision cannot be found in § 1 (b) 
of the act, it cannot be established by 
resort to the language of those sec- 
tions defining the Commission’s pow- 
ers. For § 1 (b) is jurisdictional. 
It sets forth the areas to which the 
provisions of the act shall and shall 
not apply. Its “but” clause was Con- 
gress’ assurance to the state bodies 
sponsoring the legislation that Fed- 
eral control would not extend to the 
area within their authority. Cf. Con- 
necticut Light & P. Co. v. Federal 
Power Commission (1945) 324 US 
515, 527, 89 L ed 1150, 58 PUR NS 
1,65 S Ct 749. 


This simple solution squares not 
only with modern standards, but also 
with the approach, if it is to be 
adopted, that Congress in passing this 


act froze into law current judicial de- 
cisions. It keeps faith with the states. 
It is decidedly consistent with our re- 
cent declaration under the almost 
identical words of a similar act that 
limitation of local facilities was not to 
be found in the East Ohio tax for- 
mula, and that even the transmission 
lines of a statewide system supplying 
electric power to consumers in over a 
hundred communities are “facilities 
used in local distribution.”’ (Connect- 
icut Light & P. Co. v. Federal Power 
Commission, supra. 


Of course, this solution does not 
render meaningless the “transporta- 
tion of natural gas in interstate com- 
merce’ to which the provisions of the 
act apply. For instance it would logi- 
cally enough give to the Federal Pow- 
er Commission, under the above 
“transportation clause,’ exclusive ju- 
risdiction over the main transmission 
lines of a retail gas company which 
ran through Ohio and on into New 
York; but it would leave to Ohio ex- 
clusive jurisdiction over lateral lines 
branching out from the main trunk in 
Ohio and, whether one or one hundred 
miles long, devoted exclusively to de- 
livering gas to the burner tips in Ohio 
communities. Similarly, under the 
hypothesis constructed in the court’s 
opinion, wherein East Ohio is pic- 
tured as having its own transmission 
lines extending all the way from 
Texas, it would give exclusively to the 
Power Commission jurisdiction over 
those lines beyond the Ohio border as 
well as over those within or without 
the state not devoted exclusively to 
serving Ohio consumers at retail. 
Again, it would, quite obviously with- 
in the words of the act, give exclusive- 
ly to the Power Commission jurisdic- 
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tion over companies which might act 
in the nature of common carriers 
transporting gas in interstate com- 
merce for hire. In short it would give 
to the transportation clause a meaning 
which, contrary to today’s opinion, 
does not render surplusage the “sale 
in interstate commerce of natural gas 
for resale” to which the provisions 
also apply.® 

What the Power Commission asks 
the court to do today is not to fill a 
gap in the state’s power to regulate, 
for there is none, but to create a gap 
in order to make room for Federal 
power. 

I can well understand the zeal of 
the Federal Power Commission to ex- 
pand its control over the natural gas 
industry. It sprawls over many states 
and each system must be physically 
integrated from the depths of the wells 
to the consumer’s burner tips. Its 
regulation cannot be uniform if the 
Federal Commission controls only a 
middle segment, with production on 
one end and distribution on the other 
committed to the control of different 
states. But that was as far as Con- 
gress was willing to supersede state 
authority. It left the peculiar prob- 
lems affecting production to the pro- 
ducing states; it left the ultimate pro- 
tection of consumers to the consuming 
states, and it left the Federal Power 
Commission in the middle to fix the 
rates for gas moving between the two. 
This obviously subdivides regulation 
of what has to operate as a unitary 
enterprise, but that is often the conse- 
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quence of our Federal system. What- 
ever we may think would be wise pol- 
icy in this field, the act which Con- 
gress passed places limitations upon 
the Power Commission, which may 
chafe but which neither we nor the 
Commission are free to override. If 
the Commission had foreshadowed its 
present course, I do not suppose the 
act would have passed, for it certainly 
would have evoked resistance of the 
state regulatory agencies instead of 
their support. 

Congress may well have believed 
that diversity of experimentation in 
the field of regulation has values 
which centralization and uniformity 
destroy. As Mr. Justice Brandeis 
said, “It is one of the happy incidents 
of the Federal system that a single 
courageous state may, if its citizens 
choose, serve as a laboratory; and try 
novel, social, and economic experi- 
ments without risk to the rest of the 
country.” New State Ice Co. v. Lieb- 
mann, 285 US 262, 311, 76 L ed 747, 
PUR1932B 433, 457, 52 S Ct 371. 
Long before the Federal government 
could be stirred to regulate utilities, 
courageous states took the initiative 
and almost the whole body of utility 
practice has resulted from their expe- 
riences. 

We must not forget that regulatory 
measures are temporary expedients, 
not eternal verities—if indeed they are 
verities at all. Certainly one of the 
matters on which the states might well 
be indulged—the right to an opinion 
of their own—is as to the accounting 





5 The suggested construction also comports 
with the conclusions of the House and Senate 
Committee reports, H. R. Rep. No. 709, 75th 
Cong. Ist Sess. 3, and S. Rep. No. 1162, 75th 
Cong. Ist Sess. 3: “That part of the negative 
declaration stating that the act shall not apply 
to ‘the local distribution of natural gas’ is sur- 
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plusage by reason of the fact that distribution 
is made only to consumers in connection with 
sales, and since no jurisdiction is given to the 
Commission to regulate sales to consumers the 
Commission would have no authority over dis- 
tribution, whether or not local in character.” 
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methods of a utility whose whole prop- 
erty and business being accounted for 
is within the state. Out of their di- 
versity of practice and experience 
emerge pragmatic tests. What the 
Federal Power Commission seeks to 
require of this Ohio gas company, for 
example, is to revert by accounting 
methods to emphasis on original cost, 
a basis which William Jennings Bryan 
for an earlier generation of progres- 
sives eloquently urged this court to 
reject in the field of railroad rate mak- 
ing. Smyth v. Ames (1898) 169 US 
466, 42 L ed 819, 18 S Ct 418. See 
Mr. Bryan’s argument, p. 489. That 
is a basis of which, last month, we 
said in another connection, “Original 
cost is well termed the ‘false standard 
of the past’ where, as here, present 
market value in no way reflects that 
cost.” United States v. Toronto, 
Hamilton & B. Nav. Co. (1949) — 
US —, — Led —, 70 S Ct 217, 221. 
It must be remembered that closer 
than any Federal agency to those they 
regulate and to their customers are the 
state authorities, whose mechanisms 
are less cumbersome and whose prin- 


ciples can much more quickly be ad- 
justed to the changing times. 

We should not utilize the centraliz- 
ing powers of the Federal judiciary to 
destroy diversities between states 
which Congress has been scrupulous 
to protect. If now and then some 
state does not regulate its utilities ac- 
cording to the Federal standard, it 
may be a small price to pay for pre- 
serving the state initiative which gave 
us utilities regulation far in advance 
of Federal initiative. 

I think that observance of good 
faith with the states requires that we 
interpret this act as it was represented 
at the time they urged its enactment, 
as its terms read, and as we have, until 
today, declared it, viz., to supplement 
but not to supplant state regulation. 
What amounts to an entrapment of 
the state agencies that supported this 
act under the representation that it 
would not deprive them of powers but 
would only make their powers effec- 
tive will probably not make it easier 
to get needed regulatory legislation in 
the future. 
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Re Public Service Corporation 


Docket No. U-410 
December 21, 1949 


PPLICATION of telephone company for allocation of area for 
A rural telephone service and for authority to construct and 
operate telephone facilities in that area; granted. 


Certificates of convenience and necessity, § 123 — Economic feasibility — Federal 
financing — Rural telephones. 
1. A determination of the question whether the construction of rural tele- 


[2] 
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phone lines is required by public convenience and necessity must, notwith- 
standing prior standards of economic feasibility, be made in the light of the 
provisions of Public Law 423, Eighty-first Congress, which establishes the 
policy that feasibility of individual lines be determined not only upon the 
number of subscribers on a particular line, but also in relation to the number 
of subscribers on other lines in the area; what is not economically feasible 
under high-cost private financing may be feasible under low-cost Federal 
financing, p. 20. 


, § 574 — Telephone company — Absence of toll charges. 
2. A telephone company’s proposal to render dial service throughout its 
entire area without a toll charge for calls between any of its subscribers is 
sound and reasonable where new subscriber rates are being introduced for 
an entire area and distances between all subscribers are relatively short, 
p. 20. 


Monopoly and competition, § 85 — Telephone service — Duplication of lines. 


3. The construction of rural telephone lines and facilities will not result in 
duplication of facilities where the new facilities will provide exchange service 
within a unified area and existing toll facilities provide only long-distance 
service between individual towns, p. 21. 


Security issues, § 82 — Refinancing program — Rural telephone construction. 


4. A rural telephone company was authorized to refinance its existing 3 per 
cent 6-year first mortgage debt with 2 per cent 35-year funds to be provided 
from a loan from the Rural Electrification Administration, since the re- 
financing constituted but a small fraction of the company’s proposed loan 
and was necessary in order that a first mortgage might be given on the entire 
property, p. 21. 


Security issues, § 99 — Rural telephone construction — Capital ratios. 


5. The Commission will make allowances in its policy regarding capital 
ratios to enable a rural telephone company to negotiate a loan from the Rural 
Electrification Administration for the financing of a construction project, 
in view of congressional recognition that rural telephone service on a large 
scale cannot be provided generally without low-cost, long-term money, p. 21. 


Certificates of convenience and necessity, § 73 — Rural telephone line construc- 


tion — Time limit for construction. 


6. The Commission, ii. authorizing rural telephone line construction, waived 
its rule providing that construction must be started within four months of 
the granting of a certificate to the extent that construction must be begun 
within four months from the date of a loan commitment of the Rural Elec- 
trification Administration, or six months from the date of the granting of 
the certificate, whichever should be later, p. 22. 


Monopoly and competition, § 83 — Telephone construction — Allocation of service 


areas. 


Statement in separate concurring opinion that the Commission should adopt 
a policy which will provide telephone service to all rural areas in the state 
as rapidly as possible, and that, therefore, the Commission should not allocate 
service areas to any telephone company, p. 24. 


(McCuttocu, Commissioner, concurs in part.) 


¥ 
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RE PUBLIC SERVICE CORP. 


By the Commission: On Novem- 
ber 21, 1949, the Public Service Cor- 
poration filed its application with the 
Commission for allocation to it of cer- 
tain area for rural telephone develop- 
ment; for a certificate of convenience 
and necessity to construct, operate, 
and maintain certain rural telephone 
lines, and to rehabilitate and convert 
the exchanges at Tuckerman and 
Swifton, Arkansas; and for authority 
to negotiate a loan from the Rural 
Electrification Administration for the 
above construction. 

On November 30, 1949, a hearing 
was held in this matter. 

The Commission has carefully con- 
sidered the application, its exhibits, 
and all the evidence adduced in con- 
nection therewith, and now makes the 
following findings and reaches the fol- 
lowing conclusions: 


The Public Service Corporation 
(hereinafter called “Company”’) is in- 
corporated under the laws of Arkansas 
and is now existing under and by vir- 


tue of these laws. It is an operating 
public utility, presently providing tele- 
phone service in the incorporated 
towns of Tuckerman and Swifton, 
Arkansas, and is subject to the juris- 
diction of this Commission under Act 
324 of the Acts of the General Assem- 
bly of Arkansas for 1935. It has ob- 
tained its authority to provide this 
service in Dockets Nos. U-395, U-402, 
and U-403 of this Commission. 


The Company proposes the follow- 
ing program and has requested author- 
ity therefor : 

1. To rehabilitate the exchange 
plants at Tuckerman and Swifton, and 
to expand those facilities in order to 
provide service for approximately 130 
prospective subscribers requesting 


service in the two towns, and to pro- 


‘vide capacity for rural lines. 


2. To convert the existing manually 
operated magneto service in Tucker- 
man and Swifton to dial service. 

3. To construct 104 miles of rural 
telephone line to provide common 
battery dial service to approximately 
320 prospective subscribers now re- 
questing service in the rural areas 
around Tuckerman and Swifton and 
in the incorporated town of Alicia. 
An exchange plant and an unattended 
dial switchboard are required at 
Alicia in addition to the rural lines. 

4. To provide trunking facilities be- 
tween Tuckerman and Swifton and 
Tuckerman and Alicia and manual 
switchboard facilities at Tuckerman 
for the operation of the trunking fa- 
cilities as well as toll business. No 
toll charges will be made for calls be- 
tween any subscribers in the Compa- 
ny’s area. 

This comprehensive program, cost- 
ing approximately $200,000, is de- 
signed to furnish adequate and mod- 
ern telephone service to all of those 
potential subscribers desiring the 
service in the area applied for by the 
Company. The Company has made a 
survey of the area to determine those 
that desire service, and to delineate 
its area boundary in aecordance with 
the community of interest of the 
population. Applications for service, 
in petition form, were presented in evi- 
dence. Testimony revealed that the 
area, with natural boundaries on two 
sides, reasonably represented the com- 
munity of interest centered in Tucker- 
man, Swifton, and Alicia, and that the 
boundary lines were carefully designed 
with that in mind. 

The project contains proposals for 
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the rehabilitation, expansion, and con- 
version of the existing exchanges at 
Tuckerman and Swifton. Compara- 
tively large expenditures will be in- 
volved ; but when consideration is giv- 
en to the present inadequate magneto 
service, the necessity for expansion of 
the existing cable facilities in order 
that prospective town and rural sub- 
scribers may be connected, the depre- 
ciated condition of the Swifton plant, 
and the conversion from manual to 
dial operation as an operating expense 
saving as well as a more modern type 
of service, the necessity for such pro- 
posal becomes apparent. 

The project contains provisions for 
the construction of 104 miles of rural 
line to serve approximately 320 rural 
subscribers. The evidence reflects that 
some prospective subscribers were not 
included in the estimate of the Com- 
pany because they could not be con- 
tacted during the survey; but provi- 
sion has been made in service capacity 
for these prospective customers, and 
for normal growth. When the pro- 
posed construction is considered in the 
light of the applicable circumstances, 
we must conclude that the area is well 
covered for the present. Of course, 
additional extensions may become 
necessary within the area at some fu- 
ture date. 

[1] In approving the construction 
of these rural lines, and in finding that 
their construction is required by pub- 
lic convenience and necessity, we must 
do so in the light of the provisions of 
Public Law 423, 81st Congress. That 
law declares it “to be the policy of the 
Congress that adequate telephone 
service be made generally available in 
rural area though the improvement 
and expansion of existing telephone 
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facilities and the construction and op- 
eration of such additional facilities as 
are required to assure the availability 
of adequate telephone service to the 
widest practicable number of rural 
users of such service.” The act goes 
on to amend the Rural Electrification 
Act of 1936 to make its provisions gen- 
erally applicable to rural telephone de- 
velopment. 

It is evident, then, that standards of 
economic feasibility applied to con- 
struction of telephone facilities in prior 
proceedings before this Commission 
will not necessarily be controlling in 
cases arising under this new law. 
What is not economically feasible un- 
der high cost private financing may be 
feasible under lower cost Federal fi- 
nancing. Under Public Law 423, we 
believe it to be the policy of the Con- 
gress that feasibility of individual 
lines be determined, not only upon the 
number of subscribers on a particular 
line, but also in relation to the num- 
ber of subscribers on other lines in 
the area. The result here is that this 
entire area project is feasible, although 
some lines do not measure up to the re- 
quired number of subscribers per mile. 

Adopting the above standards, we 
find that the proposed construction of 
104 miles of rural lines is economically 
feasible, that it will be in furtherance 
of the policy declared in Public Law 
423, and that it will be in the public 
interest. 

[2] The Company proposes to 
render dial service throughout its en- 
tire area without a toll charge for calls 
between any of its subscribers. This 
is predicated upon the theory that all 
of the subscribers lie within a single 
community of interest and should 
therefore be attached to a single ex- 













change. This is not a new theory, al- 
though it is not always practiced. Toll 
charges within a given area, which 
area embraces but one community of 
interest and is therefore a single unit, 
are sometimes made; but they are 
practical revenue expedients rather 
than. charges based upon subscriber 
interest and value. In this case, 
where new subscriber rates are being 
introduced for an entire area, and 
where distances between all subscrib- 
ers are relatively short, it appears that 
the Company’s proposal is sound and 
reasonable. 

[3] The question of the possible 


























-UN- Hf duplication of facilities was raised dur- 
y be Mf ing the course of the hearing. The 
| f- I Commission finds that this project 
) we @ will result in no duplication. The 
mops Southwestern Bell Telephone Compa- 
dual ny owns only toll facilities in the area, 
the and there is no other operator provid- 
wee ‘ng telephone service. Southwestern 
wd Bell connects the Company at Tucker- 
Pos man and Swifton, and has a toll sta- 

- tion at Alicia. The trunk lines from 
igh Alicia to Tuckerman and Swifton to 
a5 Tuckerman cannot be classed as du- 
ile. plication of Southwestern Bell’s toll 
we lines between these and other towns. 
of The Company’s trunks are for the pro- 
lly viding of exchange service within a 
ice unified area, whereas the Southwest- 
ded ern Bell toll facilities provide only 
ic long-distance service between individ- 

ual towns. 

to The Commission is not at this time 





asked to pass upon the rates as such, 
but must do so generally in its review 
of the feasibility of the project and the 
soundness of the revenue estimate. 
The proposed subscriber rates to be 
charged are based upon the construc- 
tion of the entire project, and upon a 
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fair return upon the investment as a 
whole. They appear to be reasonable, 
measured by rates for similar type 
service. They are apparently within 
the limits of value and desire of the 
subscribers, inasmuch as the proposed 
rates were explained to the subscribers 
at the time the petitions for service 
were signed by them. 

The estimate of operating expenses 
is based upon operating conditions 
present in the Company and expanded 
to the proposed operation. The offi- 
cers of the Company, which may be 
relatively termed an “infant enter- 
prise,” will draw no salaries for their 
time until the Company has become 
a going concern; thus the operating 
expense is relatively low, but there ap- 
pears to be ample cushion for reason- 
able increase. 

It appears from the testimony and 
exhibits that the net revenue is suffi- 
cient to provide for depreciation, 
taxes, interest, and debt retirement, 
with adequate margin for unforeseen 
expense or loss. Thus the project is 
economically feasible and with suffi- 
cient assurance of the retirement of 
its debt. 

[4] The company proposes to re- 
finance its existing 3 per cent 6-year 
first mortgage debt with 2 per cent 
35-year funds to be provided from 
a loan from the Rural Electrifi- 
cation Administration under the terms 
of Public Law 423, 81st Congress. In- 
asmuch as this refinancing ($12,600) 
constitutes but a small fraction of its 
proposed loan of $218,000, and is 
necessary in order that a first mortgage 
may be given on the entire property, 
the Commission believes this is rea- 
sonable and proper. 

[5] The Company has asked “au- 
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thority to negotiate” a loan of $218,- 
000 from the Rural Electrification Ad- 
ministration (under the provisions of 
Public Law 423) for the finnancing of 
the project. Since the entire project, 
as is shown by the application, exhib- 
its, and testimony, is based upon the 
ability of the Company to secure this 
financing, this grant of authority by 
the Commission to the Company may 
be unnecessary. But if, under the 
terms of Public Law 423, such grant is 
necessary, we find that it should be 
made. This new source of financing, 
dedicated to the development of rural 
telephone service, entails a reconsid- 
eration of the capital ratios generally 
required by the Commission. The 
Congress has recognized that rural 
telephone service on a large scale can- 
not be provided generally without low- 
cost, long-term money, and this was 
apparently anticipated by it upon the 
same basis as the rural electrification 
financing. The Commission is mind- 
ful of the needs of such financing in the 
proper development of rural telephone 
service in Arkansas, and of the need 
to promote and encourage the intro- 
duction of rural telephone service on 
a broad scale in the state of Arkansas. 
It will therefore make allowances in 
its policy regarding capital ratios in 
order that over-all financing may be 
had in accordance therewith. To do 
otherwise would stifle the widest ex- 
pansion, which expansion is the pur- 
pose of the availability of the low- 
cost, long-term financing. 

[6] The prayer of the Company re- 
quests that subsection i of § 2 of Rule 
6 of the Commission’s Rules of Prac- 
tice and Procedure be waived. This 
rule provides that construction must 
be started within four months of the 
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granting of a certificate. The Com- 
pany contends that it is embarking 
upon a new venture and a new method 
of financing, and that it cannot esti- 
mate the date at which it will be able 
to comply with all the requirements of 
its prospective lender ; therefore it may 
not be able to begin construction with- 
in four months. The Commission 
understands this, but is reluctant to 
waive its rule entirely. Therefore, it 
will modify the rule to the extent that 
construction must be begun within 
four months from the date of the loan 
commitment, or six months from the 
date of this order, whichever is later. 
If developments prove that this period 
should be extended, the Commission 
will make such extensions as from 
time to time are necessary. 

The Commission has examined the 
application and evidence in each and 
every particular in the light of Public 
Law 423; and we have carefully stud- 
ied the provisions of that law. We find 
that the area sought to be served by 
the construction and rehabilitation is a 
rural area within the meaning of that 
law, and that the applicant has com- 
plied with its provisions in every ma- 
terial respect. 

The Commission finds that the 
project, as set out in the application, 
is in the public interest and that the 
application, subject to the revisions set 
out in the preceding paragraphs, 
should be approved. 


McCuttocH, JR., Commissioner, 
concurring : 


Preliminary Remarks 


This writer is completely in accord 
with ‘the findings and order of the 
majority of the Commission, except as 
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specifically set out in the ensuing opin- 
ion. 

My point of difference with the ma- 
jority is as to the attitude we should 
take with respect to the allocation of 
areas to be served by telephone com- 
panies. Since this case will set a prec- 
edent which will probably control us 
in this field for many years to come, 
I believe that a discussion of the issues 
involved is in order. 


The Instant Case 


The legal effect of an allocation of 
area or territory by this Commission 
to a utility has never been satisfacto- 
rily determined. The Commission has 
made allocations in the electric field for 
a number of years, and our authority 
to make them has not been passed upon 
by the courts. This may be because 
the Commission has never stated defi- 
nitely what rights accrue to a utility 


which is operating in an allocated area. 


It may be that these allocations 
amount to exclusive franchises, rev- 
ocable or alterable only because of 
nonuse or misuse. Possibly the allo- 
cation only means that the utility has 
the responsibility and the right to pro- 
vide service throughout the area, and 
that this responsibility and right can 
be withdrawn at any time the Commis- 
sion sees fit. But, whatever definition 
is applied to the term “allocation of 
area, or territory” the allocation car- 
ries with it some rights and privileges, 
which, in my opinion, should be re- 
stricted to the area projected for im- 
mediate service. 

We have never made allocations of 
territory to telephone utilities. How- 
ever, the companies have filed with the 
Commission various “rate areas,” 
which merely reflect the territory 


presently served by the companies and 
the rates charged to subscribers with- 
in that area. There has never been 
any recognition by this Commission 
of any rights or privileges accruing to 
a telephone utility merely because it 
may have on file a rate area. The 
Company might possess such rights 
or privileges, of course, but they arise 
from some other source. 

The applicant Company has con- 
ducted a survey of a certain area in 
Jackson and Lawrence counties, and 
has asked us to allocate to it this 
area for telephone development. The 
Company asks for this allocation in 
addition to asking for a certificate to 
construct certain lines within the area, 
with authority to serve all subscrib- 
ers adjacent thereto. I am heartily 
in favor of granting the certificate for 
construction and service, but I see no 
need at this time to allocate to the 
Company any area for future service. 
If, after its present program is under 
way, it develops that extensions should 
be made to the presently proposed 
lines, or that new lines should be built 
within an area then determined to be 
properly serviceable by this Company, 
then the Company should return to the 
Commission and request authority to 
make those extensions and additions, 
and to add the proposed new sub- 
scribers. Further, if after the present 
program is under way it appeared upon 
investigation that the Company siiould 
have included other lines and subscrib- 
ers in its present program, or in some 
future program, I should feel little 
hesitancy in ordering the Company to 
make those inclusions. 

On the other hand, the Company 
definitely should not be bound by the 
area which it is presently seeking. If 
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future developments reveal that sub- 
scribers outside the presently sought 
area should be served by the Company, 
then the Company should render that 
service. Such service might even be 
within what is now a rate area of 
some other telephone company, if the 
latter company is not actually provid- 
ing service. 

Therefore, if the proposed area 
boundary may shrink or expand in the 
future, why is it necessary to establish 
any area boundary at all? The princi- 
pal result, in my opinion, of the estab- 
lishment of such a boundary is to per- 
mit the company receiving the alloca- 
tion to rest on its laurels within the 
area, and to take its own good time in 
providing full area coverage. If there 
were no boundary between X Com- 
pany and Y Company, and there were 
a no-man’s land of nonserved area be- 
tween X and Y, then the two com- 
panies would tend to extend their lines 
as rapidly as possible. Such exten- 
sions would eliminate the no-man’s 
land at a much earlier date than un- 
der the area allocation procedure. In 
my opinion, we should adopt a policy 
which will provide telephone service 
to all rural areas within the state as 
rapidly as possible.- Such a policy 
would definitely be in furtherance of 
the intent of the Congress as ex- 
pressed in Public Law 423. 

My sentiments in this matter are in- 
fluenced to some extent by the experi- 
ence of this Commission in dealing 
with the development of electric service 
in this state. In the incipient stages of 
the vast rural electrification program 
begun in Arkansas in the 1930’s, the 
Commission adopted the policy of al- 
locating areas as between the electric 
codperatives on the one hand and the 
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private electric companies on the oth- 
er, and between the companies and co- 
Operatives themselves. Ever since 
that time, the codperatives and the 
companies have been referring to those 
areas as “our territory,” even when 
they were providing absolutely -no 
service in certain parts of the areas. 
Many complaints have been filed with 
the Commission during this period by 
persons residing within the allocated 
areas. These persons were not re- 
ceiving service from the source desig- 
nated in the area allocation, and often 
it has been the case that a codperative 
or company near-by (although in an- 
other “territory” ) was ready, willing, 
and able to provide the desired service. 
Why should a subscriber be deprived 
of service merely because he is in X’s 
territory when Y is ready to serve 
him? Or, why should it be necessary 
for this Commission to conduct a full- 
dress hearing to determine whether X 
has been so lax as to justify a realloca- 
tion? In addition, some utilities have 
neglected areas already allocated to 
them, while at the same time they have 
attempted to entice prospective cus- 
tomers away from an adjoining util- 
ity. Such friction and unrest was the 
natural result of the policy adopted; 
and, in my opinion, much of this diffi- 
culty would have been obviated had 
there been no area allocations. 

In the final analysis, it may be 
asked, “What is the need for an area 
allocation?’ What possible detriment 
to the company or to the subscribers 
could possibly result from our refusal 
to say to the Company, “Yes, you may 
take this entire area as your very own, 
even though you have no present plans 
for providing complete area coverage.” 
I see neither need nor detriment. But, 
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if we do adopt this policy, I see only 
pitfalls ahead. 

It is only fair to say, however, that 
the application in this case does not 
violate, in point of excessive area re- 
quested, my guiding principles near- 
ly so much as have some applications 
in the past. There will be very little 
unserved territory in the requested 
area when the proposed lines are con- 
structed. But, even this excess is suf- 


ficient to illustrate the danger of al- 
locations as a general policy. 

For the above reasons I must re- 
spectfully dissent from the portion of 
the order in this matter which allocates 
the area as delineated by the Compa- 
ny’s Exhibit No. “A” to the Compa- 
ny. In all other respects the views of 
the order substantially reflect my 
views. 
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Re Associated Telephone Company, 
Limited 


Decision No. 43423, Application No. 30339 
October 18, 1949 


PPLICATION for authority to increase telephone rates and 
d n charges; interim increase granted. 


Return, § 24 — Interim telephone rates — Necessary construction. 
1. A telephone company confronted with the problem of obtaining funds to 
carry forward a necessary construction program is entitled to an interim 
increase in rates if net operating revenue does not yield a reasonable return, 


p. 27. 


Rates, § 555 — Telephones — Wall-set differential. 
2. A telephone company was authorized to eliminate from its rate schedule 
a wall-set differential for future installations, p. 27. 

Rates, § 311 — Telephones — Change of instrument charge. 


3. It was considered appropriate for a telephone company to waive a charge 
for a change from a wall- or desk-set instrument to a hand-set instrument, 


p. 27. 


APPEARANCES: Marshall K. Tay- 
lor, Donald C. Power, and O’Melveny 
& Myers by Harry L. Dunn and Sid- 
ney H. Wall, for applicant ; K. Charles 
Bean, T. M. Chubb, and Roger Arne- 
bergh, for the city of Los Angeles; 


J. J. Deuel and Edson Abel, for the 
California Farm Bureau Federation; 
Henry M. Busch, for the cities of On- 
tario and Upland; William J. Dona- 
hue, for Aerojet Engineering Corpo- 
ration; Joel E. Ogle, for the county 
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of Orange; Emmett J. Ward, for the 
director of the state department of 
finance, state of California; Irving M. 
Smith and Joseph B. Lamb, for the 
city of Long Beach; H. R. Griffin, for 
the city of San Bernardino; Carroll 
Weberg, for the Bellflower Chamber 
of Commerce. 
By the ComMMIssION : 


Interim Opinion 


By the above-entitled application, 
filed on May 24, 1949, and as amend- 
ed on August 22, 1949, the Associated 
Telephone Company, Ltd., seeks au- 
thority to increase certain telephone 
rates and charges in the amount of 
$2,493,680 annually. The applicant 
is a California corporation engaged in 
furnishing telephone exchange and 
toll service to over 350,000 telephone 
stations in 28 exchanges located in the 
counties of Los Angeles, Orange, San 
Bernardino, and Santa Barbara. 

Public hearings on Application No. 
30339 were held on September 15 and 
16, 1949, in Los Angeles before Com- 
missioner Huls and examiner How- 
ard, and on October 3, 1949, before 
examiner Chiesa. During the course 
of these hearings, testimony was in- 
troduced by the Associated Telephone 


Six Months 
Ending 
June 30, 1949 


Present 
Item Rates 
Revenues 
Expenses 
Net Revenue 
Avg. Net Rate Base 
Per Cent Return 


The evidence shows that a down- 
ward trend in earnings exists, but not 
to the degree indicated by the appli- 
cant’s estimates. A witness for the 


Company, Ltd., in support of its ap- 
plication and its witnesses were cross- 
examined by the Commission’s staff 
and by certain interested parties. On 
September 15, 1949, counsel for the 
applicant moved that the Commission 
immediately grant on an emergency 
and interim basis such portion of the 
rate increases sought as it believes 
just and proper. Representatives of 
the cities and other organizations gen- 
erally opposed the granting of any 
interim increases at this time. The 
motion was not submitted and the 
proceeding was adjourned to October 
3, 1949, in Los Angeles, to provide 
the interested parties further opportu- 
nity to cross-examine the applicant’s 
witnesses. On October 3, 1949, fol- 
lowing further testimony, the appli- 
cant renewed its motion for interim 
rates, at which time the motion was 
taken under submission and the hear- 
ing adjourned to a date to be set. 
The evidence as to earnings pre- 
sented by the applicant is related to 
the results for the six months ending 
June 30, 1949, to the estimated results 
for the six months ending December 
31, 1949, and to the estimated results 
as of December 31, 1950, all extended 
to an annual basis. These results are: 


Period 
Six Months 
Ending 
Dec. 31, 1949 
Present Co. Prop. 
Rates Rates 
$16,892,653 $19,371,084 
14,826,258 15,820,307 
2,066,395 3,550,777 
54,664,622 54,664,622 
3.78% 6.50% 


As of 
Dec. 31, 1950 
Co. Prop. 
Rates 
$22,784,026 
18,860,839 
3,923,187 
73,497,387 


5.34% 


applicant, under cross-examination, 
agreed that, based upon the actual ex- 
perience in recent months, the toll rev- 
enues for the 6-month period ending 
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December 31, 1949, on an annual ba- 
sis would be approximately $200,000 
higher than shown in the applicant’s 
estimates. Applicant’s witness also 
stated that the revenue estimates did 
not include approximately $38,000 
which, on an annual basis, will accrue 
to the applicant by reason of increases 
in the message unit rates of the Pa- 
cific Telephone and Telegraph Com- 
pany, effective September 1, 1949, 
pursuant to Decision No. 43145, 80 
PUR NS 355 of this Commission. 


By reason of the continued rapid 
population growth and increase in de- 
mand for telephone service in the ter- 
ritory served by the applicant, a sub- 
stantial growth has occurred in the 
applicant’s plant and facilities during 
the past several years. The evidence 
shows that from January 1, 1947, to 
July 31, 1949, applicant’s investment 
in telephone plant in service increased 


from $33,093,337 to $63,196,415, or 


91 per cent. During the same period, 
applicant’s telephone stations in- 
creased from 215,939 to 352,482, or 
63 per cent. The applicant’s construc- 
tion program is estimated to increase 
the investment in telephone plant in 
service approximately $14,480,000, or 
27 per cent, in 1949 and approximate- 
ly $17,900,000, or 26 per cent, in 
1950. One of the primary purposes 
of this large plant expansion program 
is to provide sufficient facilities to fur- 
nish service to applicants waiting for 
telephone service, of which there were 
23,263 as of June 30, 1949. 

[1] The company’s estimate of net 
operating revenue does not yield a rea- 
sonable return on its estimated net 
investment in properties used by it to 
render telephone service. In view of 
the fact that the company is con- 


fronted with the problem of obtaining 
funds to carry forward its construc- 
tion program, an interim increase in 
rates is justified. Based on the testi- 
mony developed in this record, an in- 
terim order will be entered authoriz- 
ing rate increases aggregating about 
$1,100,000. These increases are sub- 
ject to adjustment at the time the 
final decision is rendered on this ap- 
plication. 

The evidence shows that most of 
applicant’s rates and charges for tele- 
phone service have not been increased 
since 1921 or prior thereto, although 
there have been certain reductions in 
rates. The increases which the ap- 
plicant proposes are set forth in detail 
in Exhibit C attached to the first 
amended application. Increases are 
proposed in basic rates for business 
and residence individual-line and par- 
ty-line service, as well as in rates and 
charges for extension stations, private 
branch exchange service, service con- 
nection and move and change charges, 
miscellaneous and supplemental equip- 
ment charges, private line, and toll 
telephone rates. 

The interim rates authorized herein 
make no change in basic rates for busi- 
ness and residence individual-line and 
party-line service. Including subur- 
ban and farmer-line service. The in- 
creases in rates, authorized herein, are 
set forth in Exhibit A attached here- 
to [omitted herein]. Such increases 
in miscellaneous exchange rates are no 
higher than applicant proposes and in 
a number of instances are lower. 

[2,3] Increases in service connec- 
tion and move and change charges 
authorized herein are estimated at 
$287,000 on an annual basis, includ- 
ing increases for installation of busi- 
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ness stations from $3 and $3.50 to $7, 
residence stations from $2.50 and 
$3.50 to $5, and extension stations 
and move and change charges from 
$1.50 to $3. It is proposed to con- 
tinue the 25-cent wall-set differential 
to existing installations only. The 
elimination of the wall-set differential 
for future installations is authorized 
and it also appears appropriate to 
waive the move and change charge for 
a change from a wall- or desk-set in- 
strument to a hand-set instrument. 
Installation charges are authorized 
and monthly rates increased for man- 
ual and dial PBX switchboard posi- 
tions and for automatic PBX switch- 
ing equipment. Rates for PBX flat 
rate trunk lines are 50 per cent higher 
than the rate for individual line pri- 
mary stations. Increases are also 


made in rates for intercommunicating 
system service, multiple line key cabi- 


net service, and for receiving cabinet 
service. These changes are estimated 
to result in an increase of $308,000 
in annual revenue. 

Increases in installation charges and 
monthly rates for a number of items 
of supplemental equipment are esti- 
mated at $147,000 on an annual basis. 

Business extension and PBX sta- 
tions are increased in general by 25 


cents per month and the discount for 
auxiliary line business service is elim- 
inated. Mileage rates for off-prem- 
ises extension and PBX station lines 
are increased, and in general the air- 
line basis of measurement is substi- 
tuted for circuit measurement. Rates 
for joint user service in connection 
with business lines are also increased. 
The combined effect of these changes 
is to increase annual revenues $178, 
000. 

Other miscellaneous changes au- 
thorized include an increase from $3 
to $5 per month for interexchange 
receiving service; and increases in 
rates for certain foreign exchange 
service, vacation rate service, private 
line and mobile telephone service. It 
is estimated these changes will in- 
crease revenues by $75,000 on an an- 
nual basis. 

The applicant proposes increases in 
rates for message toll telephone serv- 
ice, which it is estimated will increase 
annual revenues $105,000. These 
increases in toll rates will be author- 
ized. 

It should be understood that while 
the company’s direct presentation has 
been completed, neither the other par- 
ties nor the Commission’s staff as yet 
has presented evidence. 
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Re Interstate Telephone Company 


Case No. F-1455, Order No. 2020 
December 30, 1949 


PPLICATION of telephone company for partial revision of 
1 \ rates and charges; increased rates approved. 


Return, § 24 — Financing of telephone conversion — Need for additional revenues 


— Increased wages. 


1. A telephone company was authorized to increase rates where additional 
revenues were required because of a wage increase allowed employees in 
settlement of a strike and the present earnings were so low as to affect 
seriously the company’s ability to obtain financing necessary for the con- 
tinuance of its conversion and expansion program, p. 30 


Return, § 111 — Telephones — Reasonableness. 


2. A telephone company’s return of 6.09 per cent on its rate base was con- 
sidered fair and just and not unreasonable, p. 31. 


By the Commission: This pro- 
ceeding was instituted by the Inter- 
state Telephone Company, an Idaho 
corporation, by the filing of an appli- 
cation and supplement thereto, pray- 
ing for an order of this Commission 
authorizing the company to put into 
effect new tariffs in accordance with 
schedules attached to said application 
and supplement thereto. 

Due and legal notice was given by 
the Commission as appears by its rec- 
ords and files herein, in accordance 
with the statutes and regulations in 
such case made and provided. 

Said matter was regularly set for 
hearing at Moscow, Idaho, on 
November 7, 1949, in the Federal 
courtroom. The entire Commission 
was present and the following appear- 
ances were made: R. E. Larsen, Util- 
ities Auditor, the Public Utilities 
Commission, Statehouse, Boise ; Wm. 


S. Hawkins, Attorney, Coeur d’Alene, 
representing the Interstate Telephone 
Company; John R. Matthews, Robert 
Binyon, and Robert R. Dwyer, prot- 
estants, representing the Wallace 
Chamber of Commerce; Roy Morris, 
protestant, representing the Kellogg 
Chamber of Commerce; William 
Smith, protestant, representing the 
Mount Deary Grange, Deary; Gilbert 
Paroz, intervenor, representing the 
Kennedy-Ford Grange, Potlatch; 
James S. Hill, protestant, represent- 
ing Idaho State Hotel Association; 
James E. Parsons, protestant, repre- 
senting the Sandpoint Chamber of 
Commerce, Sandpoint Lions Club, 
and Kootenai Grange; Ira A. Robson, 
Kellogg, intervenor, Assistant Secre- 
tary, Bunker Hill & Sullivan Mining 
& Concentrating Co.; Morton Tele- 
phone Company, Sandpoint, protes- 
tants. 
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The applicant presented both oral 
and documentary evidence in support 
of its application. 

The Interstate Telephone Company 
is an Idaho corporation with its prin- 
cipal place of business and post-office 
address at 165 South Howard street, 
Spokane 8, Washington. The com- 
pany operates a general telephone lo- 
cal exchange and toll business in the 
states of Idaho, Washington, and 
Montana. 

[1] The record shows that after 
several months of negotiations be- 
tween the applicant and Local Union 
77 of the International Brotherhood 
of Electrical Workers, a strike was 
called against the company beginning 
on September 9, 1949, and ending on 
September 19, 1949, a period of eleven 
days, culminating in an agreement 
dated September 19, 1949. By the 
terms of this agreement, working con- 
ditions and pay schedules were re- 
vised so as to materially increase cost 
of operation of this company. This 
wage increase will affect the cost of 
operations in the state of Idaho in an 
amount estimated at $68,760. To 
compensate for this wage increase to- 
gether with the across-the-board wage 
increase granted in October, 1947, 
and the increased cost arising out of 
the financing of the completed and 
proposed plant expansion and dial 
conversion, the company filed tariffs 
and schedules estimated to produce 
additional revenue of $95,306 in 
Idaho. 


The record is clear that the low 
earnings occasioned by the wage in- 
crease will seriously affect the ability 
of the company to complete the neces- 
sary financing for the successful con- 
tinuance of its expansion program. 
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This company has embarked upon a 
program of the conversion of its man- 
ual offices in Idaho to dial operation. 
This program of course the Commis- 
sion is in sympathy with, and can wel- 
come a successful conclusion and re- 
sults of such operation will be of con- 
siderable aid to the Commission in 
making further decisions in telephone 
matters. 

To carry out such a program will 
require large amounts of new capital 
during the next three years, and the 
ability of the company to attract and 
borrow this new capital is dependent 
upon its ability to maintain an ade- 
quate earnings position. 

The record is not sufficient for us 
to make use with absolute certainty 
the usual rate base in every respect to 
determine a fair and reasonable re- 
turn upon its Idaho operation at this 
time in view of the rapidly changing 
conditions. In any event, we find that 
relief must be afforded. 

The Commission can use the aver- 
age investment as recorded on the 
books of this company as of August 
31, 1949. In addition by doing so the 
Commission will have a test.as to the 
reasonableness of any increase that 
may be indicated. To do this we ar- 
rive at the average telephone plant 
and working capital of the applicant 
for the year ending August 31, 1949, 
as follows: 

Telephone Plant in Service 

Telephone Plant under Construction 

Telephone Plant Acquisition Ad- 
justments 


Materials and Supplies 
Working Cash 


241,110 


Gross Investment in Plant 
Less Depreciation Reserve 


Average Net Investment in Plant .. $2,662,785 
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RE INTERSTATE TELEPH. CO. 


[2] The record is sufficient and 
clear enough for us to allow such an 
increase in rates and charges to add 
revenue that will maintain the earn- 
ings position on somewhat the same 
level that prevailed prior to the wage 
increase of September 1949. To do 
this, the Company will be allowed an 
this, the company will be allowed an 
duce $81,786. The estimated oper- 
ating results will then be as follows: 


Total Operating Revenues $1,211,013 


Operating Expenses 


Total Revenue Deductions .... 


Net Operating Income 
Average Net Investment 
Operating Ratio 


The return produced as enumerated 
above, the Commission finds, is fair 
and just and not unreasonable. In 
view of the changing conditions here- 
inbefore alluded to, the Commission 


feels that it should keep this matter 
in contemplation for further orders, 
either for correction or adjustment at 
such time as the affairs of the com- 
pany produce a comparatively stabi- 
lized operation. 

Therefore, the company should fur- 
nish monthly information of its finan- 
cial conditions. 

Therefore it is ordered, that the In- 
terstate Telephone Company submit 
revised tariffs and schedules that will 
add additional revenue in the amount 
of $81,786. 

It is further ordered, that com- 
mencing with the month of January, 
1950, the company furnish to this 
Commission each month, Forms No. 
SC100-A, SC100-L, SC101, and 
SC106. 

It is further ordered, that the new 
tariffs and schedules become effective 
the first billing date after January 15, 
1950. 








PENNSYLVANIA PUBLIC UTILITY COMMISSION 


James Brison Bickerton 


Township of Jefferson, Allegheny County 


Complaint Docket No. 14816 
November 28, 1949 


"pss area by tank truck operator against town’s alleged 
illegal transportation or sale of water; dismissed. 


Municipal plants, § 9 — Commission jurisdiction — Transportation or sale of water. 
A municipality engaged in the business of water transportation or in the 
business of furnishing water to or for its residents for compensation is not 
subject to Commission jurisdiction, since Commission jurisdiction over mu- 


nicipally owned utilities is limited to operations beyond corporate limits. 


¥ 
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PENNSYLVANIA PUBLIC UTILITY COMMISSION 


By the Commission: James Brison 
Bickerton, complainant in this pro- 
ceeding and holder of a certificate of 
public convenience at Application 
Docket No. 70292, is thereby author- 
ized to transport domestic water in 
tank trucks between points in the city 
of Clairton, Allegheny county, and 
within 25 miles of the limits thereof, 
and is transporting thereunder domes- 
tic water in tank trucks to residents 
of the township of Jefferson. Com- 
plainant alleges that the township of 
Jefferson, respondent, is purchasing 
water from Monongahela Valley Wa- 
ter Company and is drawing the water 
from fire hydrants located in the town- 
ship of Jefferson for sale and delivery 
to its residents by means of impro- 
vised tank trucks converted from road 
maintenance equipment. Complain- 


ant alleges that respondent is engaged 


in the business of transporting domes- 
tic water to its residents, and as such 
is engaged in a competitive business 
with complainant illegally, improper- 
ly, and contrary to the laws of the 
commonwealth of Pennsylvania. 
The township of Jefferson, respond- 
ent, by demurrer, moves to dismiss 
the complaint on the ground that the 


Pennsylvania Public Utility Commis. 
sion has no jurisdiction over the ac- 
tions of the township of Jefferson, a 
municipal corporation of the common- 
wealth of Pennsylvania. That motion 
is now before us for disposition. 

The Public Utility Law of May 28, 
1937, P. L. 1053, as amended, an 
act relating to and providing for the 
regulation of public utilities, includes 
municipally owned utilities only to the 
limited extent of utility operations be- 
yond corporate limits. Section 2(9), 
66 PS 1102(9). 

Under the circumstances, regardless 
whether or not respondent is engaged 
in the business of transportation or in 
the business of furnishing water to or 
for its residents for compensation, the 
Commission is without jurisdiction to 
regulate the operation of such activi- 
ties by respondent, or otherwise con- 
sider and pass upon the extent of its 
powers and rights as a municipality 
to engage in such activities ; therefore, 

It is ordered: That the motion of 
the township of Jefferson, respondent, 
to dismiss the complaint of James 
Brison Bickerton, at Complaint Dock- 
et No. 14816, for lack of jurisdiction, 
be and is hereby granted. 
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Industrial Progress 


A digest of information on new construction by pri- 


vately managed 


utilities; similar information relating 


to government owned utilities; mews concerning prod- 
ucts, supplies and services offered by manufacturers; 
also notices of changes in personnel. 


Consumers Power Co. to Spend 
$40,000,000 For Construction 


C= expenditures of more than 
4 $40,000,000 to expand electric and gas fa- 
cilities is being planned by Consumers Power 
Company during 1950 according to D. E. Karn, 
vice president and general manager. 

The program of electric generating units is 
going forward with the completion of the third 
60,000 kilowatt unit at the B. C. Cobb plant at 
Muskegon and the building of the new gen- 
erating plant on Lake Erie. This new plant will 
reinforce the electric service in the southern 
part of Consumers’ integrated system. The 
building is designed for two 85,000 kilowatt 
generating units, the first of which is sched- 
uled to go into service in 1952. New trans- 
mission lines, substations, distribution lines, 
and facilities to complement this growth in ca- 
pacity are all scheduled for construction dur- 
ing the present year. 

In the gas branch of the business many new 
lines will be built, and others reinforced. This 
will involve large expenditures in all the gas 
divisions, together with added facilities to be 
built by Consumers’ subsidiary, Michigan Gas 
Storage Company. The principal item in this 
company’s program will be the construction of 
forty-six miles of added transmission main 
leading into its storage fields. The Company 
plans to extend gas service to several addi- 
tional communities during the year. 

In addition to these expenditures, Mr. Karn 
said, some $5,000,000 of this year’s budget will 
be spent in the general classification which in- 
cludes automobiles, furniture, tools, and serv- 
ice buildings. 


Bulletin Deals with Floor 
Resurfacing Problems 


AStuL bulletin dealing with the problems 
of resurfacing service floors of various 
types has been issued by United Laboratories, 
Inc., of Cleveland, Ohio. 

This folder describes four general types of 
materials for renewing old floors. It outlines 
the conditions under which each type of ma- 
terial should be considered and points out that 
each type of floor has its individual problems. 

The folder is free of charge and available on 
request. 


Esselen Elected Vice President 
Of U. S. Testing 


HE Unitep States TEsTING CoMPANY, 
4 Inc., has elected Gustavus J. Esselen as 
vice president, it was recently announced by 
Allen L, Brassell, president. Dr. Esselen will 


continue in active direction of the Esselen Re- 
search Division of the United States Testing 
Company, Inc., recently created by the merger 
of the Esselen Research Corporation with the 
United States Testing Company, Inc. 

Dr. Esselen has been active in applying 
chemistry to industry for the past twenty-nine 
years. During the war he was consultant to the 
Baruch-Conant-Compton Rubber Survey Com- 
mittee, Later he was chairman of the Tropical 
Deterioration Administrative Committee. He 
was also a member of the Chemical Referee 
Board of the Office of Production Research 
and Development. Dr. Esselen is chairman of 
the American Section of the Society of Chem- 
ical Industry of Great Britain. For two terms 
he served as director of the American Chemical 
Society and also of the American Institute of 
Chemical Engineers. 

The staff of the Esselen Research Division 
has been active in research in many fields. It 
will have its headquarters in Boston. 


Purivac Unit Promotes Greater 
Transformer Efficiency 


Anan designed “Purivac” purification sys- 
tem for insulating oils, reported to elimi- 
nate acidity, moisture, and sludge and to com- 
pletely restore dielectric strength, all in one 
operation, is announced by the Honan-Crane 
Corporation, Lebanon, Indiana. 

The manufacturer states that regular Puri- 
vac purification promotes greater transformer 
efficiency by maintaining clean oil of consistent- 
ly high dielectric strength, and eliminates costly 
power failures and transformer cleaning opera- 
tions by preventing accumulation of sludge and 
contamination. =a 

Full information may be obtained by writing 
to the Honan-Crane Corporation, 606 Wabas 
avenue, Lebanon, Indiana, 


Westinghouse Appointment 


A A. Jounson has recently been appointed 
* manager of central station engineering in 


the industry engineering department of the 
Westinghouse Electric Corporation. Mr. John- 
son succeeds Dr. Charles F. Wagner who has 


recently been named consulting engineer for 
the company. 


Union Electric Plans 
$37,000,000 Program 
TT 15-year expansion program of Union 

Electric Company of Missouri will be ac- 


celerated in 1950 with an estimated $37,000,000 
to be spent on new construction. This is an in- 


(Continued on Page 22) 
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MAXIMUM CONTACT 
provided by V - groove. 
Conductors protected by 
bevelled slot. 


PRECISION MADE, 
with rigid inspection. 
Smooth accurate threads 
assure maximum pressure 
— permanently main- 
tained. 


For taps, dead-ends, par- 
allel connections, etc., in 
any location. Can be fur- 
nished in bronze or alumi- 
num. Re-usable over and 
over. 


PENN-UNION ELECTRIC CORP. 
ERIE, PA. Sold by Leading Wholesalers 


The COMPLETE Line of Conductor Fittings. 


PENN-UNION 
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crease of $2,000,000 over last year. The com. 
pany had budgeted $42,000, for construc. 
tion in 1949, but delays in securing certain 
transmission rights of way and other factors 
held the actual expenditures last year to $35,- 
000,000. The net result of these delays was an 
increase in the 1950 budget. 

A large portion of the new budget, approxi- 
mately $11,000,000, will be spent to complete 
the fourth section of the Venice II plant. Fur- 
ther work on four boilers at Cahokia will cost 
another $700,000 in the current year. Work on 
the new 138,000 volt transmission lines destined 
to carry the increased output of Venice and 
eventually interconnect with Meramec plant 
will cost about $8,500,000. 

Among other expenditures planned by the 
company next year is an estimated $1,800,000 
to be spent on the new service building at 18th 
and Gratiot streets. 

Much of the amount in the remaining $13. 
000,000 scheduled for miscellaneous expendi- 
tures, will be used for other transmission, sub- 
transmission and distribution facilities, 


Estate Introduces 1950 
Line of Ranges 


festares 1950 line of ranges has been de- 
signed to continue features and styling 
whose enthusiastic acceptance last year has 
necessitated sharp stepping up of Estate’s pro- 
ductive capacity. The number of models in the 
line has been consolidated in an effort to pro- 
vide a line composed entirely of “fast movers.” 
The general price range for 1950 is the same 
as for last year—with gas ranges starting at 
— electric ranges at $189.95, retail, in 
one 1, 


Central Arizona Lt. & Pwr. 
Plans to Spend $8,780,000 


ENTRAL ARIZONA LIGHT AND Power Com- 
PANY plans to spend $8,780,000 on con- 
struction during 1950. This will make a total of 
nearly $30,000,000 that the company will have 
spent during its postwar expansion program, 
President Henry Sargent announced. 
Following is a breakdown of the 1950 budget 
by departments: Electric production, $4,688,- 
120; electric transmission, $333,670; electric 
distribution, $1,295,900; gas, $2,149,030; and 
common property, $314,080. 


IBM Appointment 


Cx E. Love, general sales manager of 
International Business Machines Corpora- 
tion, was elected vice president in charge of 
sales at a recent board meeting. 

Mr. Love joined the company in 1932 as a 
student sales representative and later served 
in several sales executive capacities. He subse- 
quently became instructor of sales in the em- 
ployees’ training school and then served suc- 
cessively as electric accounting machine 
division manager in Boston and Chicago. 

In 1944 he entered the United States Navy. 
He retutned to IBM as sales manager of its 
Western district, and was appointed general 
sales manager in 1947. 
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CLEVELANDS 


CUTS COSTS 


MORE 
DIFFERENT 


Your CLEVELANDS give you the ad- 
vantages of fast economical machine 
trenching on more different kinds of 
jobs—from house service work among 
close obstructions in crowded city 
areas to long main and distribution 
lines. Rugged CLEVELANDS are built 
to stay on schedule and to give you 
rock-bottom maintenance and oper- 
ating costs. That’s why they have 
been preferred by utilities and muni- 
cipalities over many years. Investi- 
gate the CLEVELAND story today. 


THE CLEVELAND TRENCHER CO. 


20100 ST. CLAIR AVENUE e CLEVELAND 17, OHIO 
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A signature of quality 


You're looking at a man whose “signature” assures 
quality welding of piping. He’s a Grinnell welder 
and, as every Grinnell welder, he is qualified by 
Grinnell according to a procedure which conforms 
to A.S.M.E. Boiler Construction Code, Section 9. 
After qualifying, he is given a number which he 
“signs” adjacent to each weld he makes. 


Quality welding is only one of a long chain of 
responsibilities assumed by Grinnell on every pre- 
fabricated piping job ... from the interpretive 
engineering to the on-time delivery of the fabri- 
cated piping. Such responsibility requires facilities 


every weld 
on a Grinnell 
prefabricated 
piping job 
is made by 
a qualified 
welder 


a 


I 














for metallurgical research and testing, comprehen- 
sive knowledge of state laws and industry codes, 
and a complete familiarity with insurance com- 
pany requirements for fabricated piping. 

The fabrication of piping for today’s high pres- 
sure, high temperature or corrosive services is a job 
for experts. It’s a job for Grinnell prefabricating 
plants because Grinnell has the modern equipment 
and methods, and the skilled personnel which en- 
able them to assume total responsibility for the job. 


GRINNELL 





Grinnell Company, inc., Providence, R. |. Branch warehouses: Atlanta * Buffalo * Charlotte * Chicago * Cleveland * Cranston * Fresno * Kansas City * 


Long Beoch * Los Angeles * Milwaukee * Minneapolis * New York * Oakland * Philadelphia * Socramento * St, Lovis * St. Poul * San Francisco * Seattle * 
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<j.<SUNSTRAND 


SF 


S= For Guy and Suspension Lines 
—and Other Utility Uses 


Uniform - Strong - Long-Lived - Economical 
Sunstrand Wire Rope is made on the 
== most modern wire rope machines in use 
today. All types and sizes are available 
including 1 x 7 construction galvanized 
steel strand made to ASTM specifications. 


MANUFACTURING COMPANY 
880 South Second Street, Sunbury, Pa. 








This announcement appears as a matter of record only and is neither an offer to sell, 
nor a solicitation of offers to buy, any of this Stock. 


ot a New Issue 


72,667 Shares 


Vklahoma Natural Gas Company 


Common Stock 
($15 par Value) 





Price $35.875 per Share 





Union Securities Corporation 


ebruary 20, 1950. 
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The 
Analysts 


Journal 








--- 2 edsential reading 


for every well-informed 
Public Utility Executive 





Published quarterly, this profes- 
sional journal concerns itself 
with the important financial 
problems confronting our major 
industries. Your organization 
should have it available 
for ready reference 


Subscription Price — $4 per Year 


Published by 
The NEW YORK SOCIETY OF SECURITY ANALYSTS, Inc. 
25 Broad Street, New York 4, N. Y. 
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' DODGE 4-TONNER 











to Haul BIG loads at LOW Cost! 





(NEW 377 cu. in. Heavy-Duty Engine 





















You get power, with economy ... 154 maximum There’s a mew money-saving truck in the 
gross horsepower ; 330 pound-feet maximum gross high-tonnage field! 

torque. The right power for low-cost, long-life 

operation on your job. It’s the new Dodge 4-tonner . . . “Job- 
@NEW “Twin” Carburetion Rated” to haul big loads at low cost! 
A new Dodge engineering advancement in the Study its advanced, heavy-duty features at 
4-ton field! Two jown-draft carburetors provide the left. Compare the truck itself with any 
the right Twin is << pate  sectagpes fo ith other in its capacity range. If your require- 
economy. i win intake manifolds assure uniform ments fall in the 28,000-pound G.V.W. 


engine operation. 

range (up to 50,000 pounds G.C.W.), 
@NEw Sodium-cooled Valves...With Hydraulic Lifters here, indeed, is Jower-cost hauling! 
Hard, durable silchrome intake valves and in- . 
serts withstand high temperatures. Stellite-faced, Ask your Dodge dealer to show you this 
sodium-filled, silchrome exhaust valves resist “Job-Rated” load-lugger . . . soon! 
warping. Hydraulic lifters insure perfect 
valve operation; longer truck life. 


@ NEW 5-speed Helical Transmission 


For quiet operation and long life, a rugged, | ¢ , ¢ . 
etacaumh, fanneents neged, For low-cost tramsportation, switch to 


direct-in-fifth, is standard on 4-ton models. 

© NEW 18,000 or 22,000-Pound Rear Axles 

Assure dependable performance and long 

life. Quality steels and precision-cut gears, 


* H \- ' 
Sa! § Joke TRUCKS 
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Hou eteathie caw w Substaitin be 7 


Maybe you've hesitated to take advantage of the many benefits of locating 
your substations close to the load because you were afraid of the reaction of 
placing substations in residential districts. 

Other utilities felt the same way too, until they investigated the advantages 
of General Electric unit substations outlined by our engineers. 

They were told that substations literally can be “dropped” in anywhere on 
the system to take care of present and future load demands. 

And with a little incidental landscaping, the substations became an incon- 
spicuous part of the community. 

We'd like to show you more examples of how other utilities integrated G-E 
unit substations into their planning. We'd also like to tell you about the many 
advantages—such as lower costs and increased reliability—of G-E load center 
power distribution. Give us a call at the office, or write for brochure GEA- 
5155 that shows how other utilities took advantage of G-E engineering and 
service. Apparatus Department, General Electric Co.. Schenectady 5, N. Y. 


GENERAL () ELECTRIC 


This page is reserved under the MSA PLAN (Manufacturers Service Agreement) 








Public Utilities Fortnightly 





MERCOID 


AUTOMATIC CONTROLS 
FOR INDUSTRIAL APPLICATIONS 
REQUIRING POSITIVE CONTROL 
OF PRESSURE, TEMPERATURE, 
iB LIQUID LEVEL ETC. i 


% SIMPLE TO ADJUST FORTHE ®& 


a SPECIFIED OPERATING RANGE 4 


MERCOID CONTROLS ARE EQUIPPED 
WITH MERCURY SWITCHES, THEREBY 
INSURING GREATER SAFETY, BETTER 
PERFORMANCE AND LONGER CONTROL LIFE 


4 WRITE FOR CATALOG 6005, > 


THE MERCOID CORPORATION 
4201 BELMONT AVE. CHICAGO 41, ILL 
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‘Champion of Crawlers: 


| 


| 


a 


The New INTERNATIONAL TD-24 


Contractors are not the only ones who hail 
the International TD-24 as the ““Champion 
of Crawlers.”” In competitive tests on coal 
stockpiles, as well as in daily use by coal 
handlers and public utilities, this tractor 
continues to earn its championship title. 
The big TD-24 shown above works two 
shifts a » ose out of every 24 hours— 
stockpiling coal and feeding it to chutes of 
the Atkinson plant of Georgia Power Co., 
Atlanta. 
“P'd rather operate the TD-24 than any 
other,” says operator F, M. Rutedge. “It’s 
easier on a man. 
When you operate 
tractors for a living, 


you want the easiest. And the power is there 
when you want it.” 

Superintendent R. S. Causen, who esti- 
mates the TD-24’s operating cost for fuel 
and lubrication at less than 48¢ an hour, has 
good reason to say, “The TD.24 is doing a 
good job for us in all respects.” 

Ask your International Industrial Power 
Distributor to give you a demonstration of 
the TD-24’s championship performance. 
No other crawler can match it in power, 
speed, maneuverability or ease of operation. 
No other can approach it in work capacity. 
In every respect it’s the “Champion of 
Crawlers.”” Get yours ordered now—and 
have plenty of power when you want it. 


INTERNATIONAL HARVESTER COMPANY °¢ Chicago 


CRAWLER TRACTORS 
WHEEL TRACTORS 
DIESEL ENGINES 
POWER UNITS 


INTERNATIONAL 
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AN ARCHITECT GOT A MONEY-MAN TO ADMIT, 


[ never thought of floors in relation to earning power” 








“Floors are such a small fraction of total cost, one tends to forget 
that floor space is actually what a building is for. You say a steel 
Q-Floor costs less than the carpet to cover it? Yet it provides 
electrical availability over the entire exposed area of the floor. And 
the steel construction, being dry, reduces building time 20 to 30%. 
These are factors any investor can easily translate into terms 

of money saved. They mean more revenue over the years 

and earlier revenue right from the start. Let’s look at the details—” 


Write for the simple facts— 


H. H. ROBERTSON COMPANY 
2424 Farmers Bank Building, Pittsburgh 22, Pennsylvania 


Factories in Ambridge, Pe., Hamilton, Ont., Ett ° Englend 


Offices in $0 Principal Chios eo World-Wide Building Service 





HERE'S WHAT THE ARCHITECT SHOWED 


Why Q-Floor reduces building time 
20 to 30%. 


Q-Floor is steel subfloor, delivered pre- 
cut. Two men can lay 32 sq. ft. in 30 seo 
onds. Construction is dry, incombustible. 
The Q-Floor is immediately used as plat- 
form by other trades. No delay for wet 
materials. No forms, no falsework, or fire 
hazard. Even when steel is slow in delivery, 
steel is still faster. You must allow time for 
demolition and excavation. By that time, 
the steel is ready. Steel construction gives 
a faster completion date. Completion time, 
not starting time, determines how soon 
your investment pays off. 


Why Q-Floor keeps a building modern. 
The steel cells of Q-Floor are crossed over 
by headers for carrying the wires of every 
Cones sa, ee ee ee 
oom toe a : > 


may 
An electrical outlet can be established on 
every six-inch area. It requires but a small 
hole, takes literally only a few minutes. 
No muss with trenches. Tenants can have 
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PROFESSIONAL DIRECTORY 


© This Directory is reserved for engineers, accountants, rate experts, consultants, and 
others equipped to serve utilities in all matters relating to rate questions, appraisals, 
valuations, special reports, investigations, financing, design, and construction. » >» 





Tare American Aprpraisat Company 
ORIGINAL COST STUDIES « VALUATIONS « REPORTS q 


for 

ACCOUNTING AND REGULATORY REQUIREMENTS e 

NEW YORK WASHINGTON CHICAGO MILWAUKEE SAN FRANCISCO 
aed other principal cities 














Day & ZIMMERMANN, INC. ! 
ENGINEERS r 
NEW YORK PHILADELPHIA CHICAGO 


DESIGN, CONSTRUCTION, INVESTIGATIONS, REPORTS, APPRAISALS AND MANAGEMENT 














ELECTRICAL TESTING LABORATORIES, INC. 
Electrical and General Testing — Inspections — Research — Certification 
2 EAST END AVENUE AT 79th STREET, NEW YORK 21, N. Y. 
BUtterfield 8-2600 











Ford, Bacon & Davis 
‘Naser’ Engineers °¢xsesree 


NEW YORK @ PHILADELPHIA © CHICAGO e LOS ANGELES 














GILBERT ASSOCIATES, Inc. 


ENGINEERS POWER ENGINEERING SINCE 1906 SPECIALISTS 


Steam, Electric, Gas 
Hydraulic, Sanitation Serving Utilities and Industrials 

Designs and Construction Personnel Relations 
Inspections and Surveys . Reading © New York © Houston Original Cost Accounting 
Feed Water Treatment Philadelphia © Washington Accident Prevention 
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PROFESSIONAL DIRECTORY (continued) 








FREDERIC R. HARRIS, INC. 
HARRIS-DECHANT ASSOCIATES 
Consulting Engineers 
Reports Designs Management 
New York Philadelphia San Francisco 








—— HENKELS & McCOY —— 


Electric & Telephone Line Construction Company 
samen seen CONTRACTORS ae 
CONSTRUCTION MAINTENANCE PHILADELPHIA TREE TRIMMING 
BALL FIELD LIGHTING Wilmington, Del. * Portland, Me. * Altoona, Pa. GAS AND UID LINFs 
NOW WORKING IN FOURTEEN STATES 



































HOOSIER ENGINEERING COMPANY 


Erectors of Transmission Lines 
1384 HOLLY AVENUE ° COLUMBUS, OHIO 














The Wu lj Tom Copoudion 


ENGINEERS : CONSTRUCTORS 








WILLIAM 8S. LEFFLER 
Engineers Associated 
Management Consultants 
Cost Analyses for Rate Revisions Regulatory and Municipal Problems 
Rate and Sales Research for Increased Operating Income 
NOROTON CONNECTICUT 











LOEB AND EAMES 
Public Utility Engineers and Operators 
* Ice and Refrigeration 
Valuations, investigation reports, design and supervision of construction 
57 WILLIAM STREET NEW YORK 


(Professional Directory Continued on Next Page) 

















Public Utilities Fortnightly March 2, 195 





PROFESSIONAL DIRECTORY (continued) 





N. A. LOUGEE & COMPANY 


(SUCCESSORS TO J. H. MANNING & COMPANY) 


REPORTS — APPRAISALS — DEPRECIATION STUDIES 
RATE CASES — BUSINESS AND ECONOMIC STUDIES 


120 Broadway New York 








CHAS. T. MAIN, INC. 


Power Surveys—Investigations—V aluations—Re ports 
Steam, Hydro Electric and Diesel Plants 
80 FEDERAL STREET ==. BOSTON 10, MASS. 












Pioneer Service & Engineering Co. 
CONSULTING, DESIGNING AND ~ 2) 


OPERATING ENGINEERS 
PURCHASING 


SPECIALISTS IN 
ACCOUNTING, FINANCING, RATES, 
INSURANCE AND DEPRECIATION 


231 SOUTH LA SALLE STREET. CHICAGO 4, ILLINOIS 








SANDERSON & PORTER 
ENGINEERS SaP 
AND 
CONSTRUCTORS 








Sargent & Lundy 
ENGINEERS 
Steam and Electric Plants 
Usilities—Industrials 
Studies—Reports—Design—Supervision 
Chicago 3, Ill. 














The J. G. WHITE ENGINEERING CORPORATION 
Design—Construction—Reports——A ppraisals 


Consulting Engineering 
80 BROAD STREET NEW YORK 4, N. Y. 
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PROFESSIONAL DIRECTORY (concluded) 





ALBRIGHT & FRIEL, INC. 
PRANCIS S. FRIEL 
Consulting Engineers 
Sewage and industrial W: Problems 
‘ raat dy, ofan fraieratry inde Laboratory” 
121 SOUTH BROAD STREET PHILADELPHIA 7 


JENSEN, BOWEN & FARRELL 
Engineers 
Ann Arbor, Michigan 
Agguatesis - —_ tee oY Reports 


rate enenteten “ae reciation, fixed capital 
reclassification, ori ginal cost. security issues. 








BLACK & VEATCH 


CONSULTING ENGINEERS 
Appraisals, investigations and re- 
ports, — and oypervisien of con- 
struction of Public Utility Properties 
4706 BROADWAY KANSAS CITY, MO. 


LUCAS & LUICK 


ENGINEERS ‘ 
DESIGN CONSTRUCTION SUPERVISION 
OPERATION, MANAGEMENT, APPRAISALS, 
INVESTIGATIONS: REPORTS. RATES 


231 S. LaSatie St., Cxicaco 











EARL L. CARTER 


Consulting Engineer 
REGISTERED IN INDIANA, NEW YORK, OHIO, 
PENNSYLVANIA, WEST VIRGINIA, KENTUCKY 

Public Utility Valuations, Reports and 
Original Cost Studies. 


910 Electric Building Indianapolis, Ind. 








A. S. SCHULMAN ELEctric Co. 


Contractors 


TRANSMISSION LiIngS—UNDERGROUND DrstTRrI- 
BUTION — Power STATION — INDUSTRIAL — 
CoMMERCIAL INSTALLATIONS 


537 SourH Dearsorn Sr. Cricaco 








GANNETT FLEMING CORDDRY AND CARPENTER, INC. 
ENGINEERS 


HARRISBURG, PENNSYLVANIA 


Investigations—Reports—Appralsals 
Original Cost and Depreciation Studies 
Rate Analyses—insurance Surveys 


SLOAN, COOK & LOWE 


CONSULTING ENGINEERS 
120 SOUTH LA SALLE STREET 


CHICAGO 
Appraisals — Reports 
Operating — Financial — Plant 











W. C. GILMAN & COMPANY 
Consulting Engineers 


Load and Capacity Studies — Rate Cases 
Financial Planning 
Investigations — Reports — Supervision 


55 Liberty Street New York 5 


UNITED STATES TESTING COMPANY, INC. 
HOBOKEN, NEW JERSEY 


Analyses - Testing - laspection - Research 
A Complete Service 


Beston - Chicago - Les Angeles - New York 
Philadelphia - Woonsocket 

















JACKSON & MORELAND 


ENGINEERS AND CONSULTANTS 





DESIGN AND SUPERVISION OF CONSTRUCTION 
REPORTS—EXAMINATIONS—APPRAISALS 
MACHINE DESIGN—TECHNICAL PUBLICATIONS 


BOSTON NEW YORK 














WESTCOTT & MAPES 


Incorporated 
ARCHITECTS ENGINEERS 
VALUATIONS — — REPORTS — 
DESIGN — SRUPERVISION 
UTILITIES — INDUSTRIAL PLANTS 
INSTITUTIONS — SCHOOLS — PUBLIC WORKS 


NEW HAVEN 








Mention the FortnicGHtLy—I? identifies your inquiry 
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TRANSFORMER FAULT PROTECTION 
FOR LESS! 


, yj —— 
Delta-Star "SG" high-speed ground- 4 6; ‘ 
ing switches offer a low cost means 
of transformer protection, in many 
cases replacing more costly cir- 
wit breakers or pilot wire schemes. 


Many system layouts are such 
that a circuit breaker at the far 
end of a line can be used for iso- 
lating a transformer bank when 
trouble occurs. This method 
usually requires the use of an 
expensive pilot wire or carrier 
system to transmit the tripping 
impulse to the remote breaker. 
Deliberately grounding of the 
line at the transformer offers a 
lower cost means of tripping re- 
mote breakers. A conventional 
disconnecting switch can be in- units in voltages up to 161-Kv. 
cluded for isolation of the trans- with closing speeds of 30 cycles 
former to permit restoration of 4. Jess. They can be mounted 
the line. independently or on standard 
These grounding switches are disconnecting switches. Reset- 
available as single or multi-pole ting can be manual or automatic. 


OUTSTANDING FEATURES OF THE DELTA-STAR is ' 
> es BeOS 
ge — ““$G°’ HIGH-SPEED GROUNDING SWITCH — 
High pressure contacts. Inertia type shock Auxiliary switches can be provided for 
absorber reduces shock to insulator and interlocks, pilot lights, etc. 
blade. 


2 Light weight, reinforced blade is of ample Trip-free, latching type closing mechan- 
thermal capacity to withstand short ism for either AC or DC service. 
circuits. 


3 Switch blade is coupled directly to spring 6 Resetting may be either manual or 
mechanism for maximum efficiency. automatic. 


| Tt; A i ARAM LITL 
DELTA-STAR cia 


W 
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